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UNAUTHORIZED LONG DISTANCE SWITCHING 

“SLAMMING” 


WEDNESDAY, FEBRUARY 18, 1998 

U.S. Senate, 

Permanent Subcommittee on Investigations, 

OF THE Committee on Governmental Affairs, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 9:37 a.m., at Port- 
land City Hall, 389 Congress Street, Council Chambers, Portland, 
Maine, the Hon. Susan M. Collins, Chairman of the Subcommittee, 
presiding. 

Present: Senators Collins and Durbin. 

OPENING STATEMENT OF SENATOR COLLINS 

Senator Collins. Good morning. The Permanent Subcommittee 
on Investigations will now come to order. 

Let me begin today by taking the opportunity to welcome Senator 
Richard Durbin of Illinois, a Member of the Subcommittee who has 
been a real leader in the fight against fraud. Senator Durbin is, 
however, perhaps best known for his successful effort to ban smok- 
ing on airplanes, something that I thank him for every weekend 
when I fly home to Maine. I was pleased to join Senator Durbin 
in another effort last year when we teamed up to repeal an out- 
rageous $50 billion tax break for the tobacco industry. Senator 
Durbin has introduced legislation pertaining to the issue before us 
today, and it is indeed a great pleasure to welcome him here to 
Maine. I do wish we had had a little bit better weather for him, 
he had a very difficult time getting here last night, but he per- 
severed and we’re very pleased to have him here. 

The focus of our hearing this morning is the exploding problem 
of “slamming,” the unauthorized switching of a consumer’s long dis- 
tance service. Slamming victimizes the local telephone company, 
which must handle thousands of calls from customers angry about 
a problem the local telephone company did not create. It victimizes 
the consumer’s chosen long distance company, which unfairly loses 
a valued customer, and, most of all, it victimizes the consumer, 
who must spend time and energy to remedy the problem. Even 
worse, some consumers do not even realize that they have been 
slammed, which may cause them to pay higher charges or to lose 
out on valuable premiums, such as frequent flyer miles, offered by 
the long distance carrier of their choice. 

Now, how does slamming happen? Deceptive telemarketers may 
use fraudulent techniques to trick an unsuspecting consumer into 
switching long distance carriers. Other times a carrier may send a 
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so-called welcome package that actually requires the consumer to 
return a postcard rejecting the change in long distance service 
which otherwise goes into effect. Some particularly unscrupulous 
long distance providers will simply change a customer’s carrier 
without any contact with the customer at all. 

To be fair, there are some cases of slamming that may be caused 
by electronic error or perhaps by customer confusion during a tele- 
marketing call. However, there is absolutely no excuse for inten- 
tional slamming and the huge number of slamming incidents that 
are occurring each year. Consumers all over the country, including 
here in Maine, are increasingly the target of unscrupulous tele- 
phone service providers who use deceptive marketing techniques or 
outright fraud to change long distance carrier selections without 
the consumer’s consent. 

I was first alerted to the problem of slamming last fall. My State 
offices began to receive numerous complaints from small businesses 
and from consumers who called to express their outrage at having 
been slammed. In further examining this problem, I learned from 
Bell Atlantic, our local telephone company, that more than 1,500 
Maine consumers had complained that they were slammed last 
year. Slamming cases in Maine range from an elderly woman in 
Houlton, to a beauty shop in Bath, to a family in Blue Hill whose 
teenager was deceived into authorizing a change in service. 

Nationwide, the number of slamming incidences has increased 
significantly. The Federal Communications Commission, the gov- 
ernment agency that is responsible for regulating the telecommuni- 
cations industry, received a record number of slamming complaints 
from consumers in 1997, over 20,000. In fact, slamming is the No. 
1 consumer complaint to the FCC. 

Since many consumers, indeed most consumers, do not report 
slamming to the FCC, this number, 20,000, actually greatly under- 
states the real problem. The National Association of State Utility 
Consumer Advocates estimates that as many as one million con- 
sumers each year are fraudulently transferred to a long distance 
carrier which they have not chosen. 

Victims of slamming are frustrated. They do not believe that 
they should spend their time and energy resolving problems that 
are not of their making. People rely on their home and their busi- 
ness long distance telephone service, and they should be able to 
choose their long distance carrier without fear that their decision 
will be changed without their consent. Deliberate slamming is like 
stealing and it should not be tolerated. 

Moreover, as the statistics demonstrate, this problem is not get- 
ting better; it is getting worse. In Maine, Bell Atlantic reported a 
100 percent increase in slamming complaints from 1996 to 1997. 
This disturbing trend raises two important questions about the 
Federal Government’s response to this problem. First, are the en- 
forcement efforts by the FCC effective and aggressive enough to 
control deliberate slamming? Second, do current penalties provide 
an adequate deterrent, or are fines that are imposed simply viewed 
as a cost of doing business by unscrupulous providers? Our goal in 
this hearing is to find effective regulatory and legislative solutions 
to halt the escalating problem of slamming. 
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We will hear from three panels of witnesses this morning. Our 
first panel will consist of three victims of slamming, two residential 
telephone customers and one small business owner. These victims 
will testify about their personal experience with being slammed. 

Our next panel will be the Director of the National Fraud Infor- 
mation Center of the National Consumers League and the Director 
of Governmental Affairs at Bell Atlantic. The witnesses will pro- 
vide information about the prevalence of slamming, describe their 
roles in assisting consumers, and advise consumers on how they 
can better protect themselves from being slammed. 

Our final witness this morning will be the Hon. Susan Ness, 
Commissioner of the FCC. She will describe what the FCC is doing 
to control slamming, and discuss and provide advice to us on what 
additional regulatory and legislative changes could and should be 
made to reduce the number of slamming incidences. 

It is now my pleasure to recognize the distinguished Member 
from Illinois, Senator Richard Durbin, for any statement that he 
may wish to make, and again. Senator, welcome. 

OPENING STATEMENT OF SENATOR DURBIN 

Senator Durbin. Thank you very much. Madam Chairman, Sen- 
ator Collins, I’m glad to be here in Maine. This is almost a matter 
of retracing political groups. The first man that I ever worked for 
in politics was a Senator from Illinois named Paul Douglas, who 
was born in Maine and a graduate of Bowdoin College, so I’m com- 
ing at least back to the origins of my political career, and it’s a 
pleasure to be with you. And I didn’t expect to find this weather 
in Maine; I expect to find it in Chicago, but we’ve been blessed for 
the last few months with very mild weather. 

I’m glad we’re having this hearing on the important topic of tele- 
phone slamming. This matter came to my attention and I believe 
it came to your attention because of constituent mail, people who 
came to our office, wrote a letter or dropped by and said we’ve got 
a problem here. In fact, I recall one particular business woman in 
the Chicago area who was stunned to find that her long distance 
carrier had been changed, that her bill had gone up dramatically, 
and she had virtually no recourse as a result of it. She inspired me 
to look into it a little more, and as I did I found it to be a problem 
that is virtually universal. 

Yesterday I was at the New York University Law School at a 
seminar on another topic, and the leading law professor there, con- 
stitutional law professor Bert Newborn, asked me why I was going 
to Maine, and I said it was on the issue of telephone slamming and 
Senator Collins was having a hearing. He said, “I have been victim- 
ized three times in the last year; they have changed my long dis- 
tance carrier.” It seems like every time you bring up this issue you 
find people who have been victims of this. So I am glad you are 
having this hearing. It is timely; it is important that the Senate 
and House respond this year with legislation that at least tries to 
address this problem. 

As you mentioned, it is the No. 1 source of consumer complaints 
at the FCC, and in my home State of Illinois it is the No. 1 con- 
sumer fraud complaint to the State Attorney General. The Los An- 
geles Times says that what we’ve seen of slamming is only the tip 



4 


of the iceberg. Maybe that’s apropos in this era of the Titanic 
movie, but they estimate that more than a million American tele- 
phone consumers have been slammed in the last 2 years. Some say 
that estimate is far too conservative, and one of our witnesses, 
Susan Grant, Vice President of the National Consumers League, 
will tell about a survey that was taken that suggests the problem 
is even more widespread. 

Slamming was most egregious in the Chicago area, according to 
some survey where 36 percent of adults said that they or someone 
they knew had been slammed. Moreover, slammers appear to be 
targeting people of color, 39 percent African-Americans, 42 percent 
Latinos, as compared to 28 percent of the white population. I think 
we will also find that many seniors have been victimized by these 
scams as well. It is a serious problem that goes beyond inconven- 
ience. It can be expensive, and in one case I know of a business 
in the Chicago area that virtually went without long distance serv- 
ice for a period of time because of slamming. 

As I got into this and started thinking about ways to address it, 
I stumbled on another problem, which I think we should consider 
as we get into this. It is euphemistically known as cramming. You 
know how you used to receive your telephone bill and it would be 
one little sheet with three little lines and it was from the same 
company that your mom and dad and grandparents used, and now 
you receive a bill that is five or ten pages long maybe from more 
than one company and page after page of computer printouts? Well, 
you ought to read carefully because people who have been crammed 
find that they have charges on there that they never asked for and 
didn’t believe that they were paying for. And a few dollars a month 
times all the people in Portland and all the people in Maine and 
all the people in Illinois turns out to be an enormous profit for 
these companies providing, “services you didn’t ask for, cramming 
them into the bill.” Well, we have to address all of these. 

The Telecommunications Act wanted to bring competition to this 
field so that we’d have more choices as consumers, but certainly we 
have to be mindful as consumers that there are people in the mar- 
ketplace trying to take advantage of us. 

I put a bill in which I think might be a step in the right direction 
on this issue of slamming. First, it gives those who have been vic- 
timized the opportunity to sue the slammer in State or Federal 
court. Right now you are limited to Federal court. Now, how many 
of us are going to go file a lawsuit in Federal court because of 1 
or 2 months of high telephone bills? It is not likely. You are not 
going to hire an attorney and you are not going to file a complaint, 
but if you have a recourse in State court and if you realize that 
there is a minimum statutory damage of $2,000 that you can re- 
cover, it may be worth it. If you go to small claims court and say, 
“I want to recover what I lost and the $2,000,” — $6,000, inciden- 
tally, under my bill if it was done willfully and knowingly. 

Some States, and I am not sure of the situation in Maine, some 
States allow the State attorney general to bring suits against 
slammers on behalf of all the citizens of the State, these are class 
action suits. We do it in Illinois. It is effective. And I am glad that 
our attorney general does it. But some State supreme courts have 
decided that that is an authority which a State does not have. We 
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ought to clarify that once and for all, and this legislation would say 
every State attorney general can bring a class action suit against 
the slamming telephone company on behalf of the consumers who 
were victimized. 

And, finally, we know there are repeat offenders out there. This 
just is not a nuisance; this is a source of great profit for these 
slammers. They end up switching hundreds if not thousands of peo- 
ple and make a lot of money in the process. If they continue to do 
that willfully, knowingly, and repeatedly, I think they should be 
subject to criminal penalty as well. This is as serious as any theft 
that we talk about. 

Finally, let me conclude by thanking you for having this hearing. 
I am looking forward to your witnesses, having explored this issue 
in Illinois and in Washington. I think we are building a case for 
Federal action, and your leadership today is going to help. Thank 
you. 

Senator Collins. Thank you very much. Senator. It is my hope 
today that prior to adjournment we will have the opportunity for 
some of the people who have come to attend the hearing today to 
share with us their personal experiences with slamming. We will 
limit those informal statements, which will be after the formal tes- 
timony, to 3 minutes each, to keep to our schedule, but I do hope 
to have an open mike session at the very end. 

In addition, we’ve received a number of written communications 
and testimony. When people learned that I was having this hear- 
ing, my State offices overnight received numerous faxes from peo- 
ple who have been slammed, and we have put those in the hearing 
record. 

In addition, prior to the hearing, I sent letters to several of the 
long distance companies that provide service to the majority of 
Maine consumers inviting them to provide written statements and 
several have done so. And without objection I will ask that those 
statements be included in the hearing record. 

Finally, I’ve also received an excellent written statement from 
Richard Hulsey, who is a principal in a telecommunications firm 
based in Lewiston. He is also on the board of the Maine Telephone 
Users Group, a working group of businesses formed to discuss tele- 
communications issues. His testimony is very insightful, and I be- 
lieve he may be here today and may speak to us at the end of the 
hearing, but in any event, his statement will be included in the 
record. 

I would now like to call our first panel of witnesses. It includes 
three victims of slamming, two individuals and one small business- 
man. With us this morning is Susan Deblois, Pamela Corrigan, and 
Stephen Klein of Mermaid Transportation Company. I would note 
that Mr. Klein runs a shuttle to Logan Airport, so if worse comes 
to worse today he’s offered to bail any of us out that may need as- 
sistance. 

We look forward to hearing from each of you today, and I very 
much appreciate your willingness to come forward and tell your 
personal story. It has been hearing your personal experience that 
we in Congress will be able to do a better job of shaping appro- 
priate legislation. It also gives you an opportunity to have a Fed- 
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eral Communications Commissioner listen firsthand to your experi- 
ence, and I think that’s valuable as well. 

Pursuant to the rules of the Subcommittee, all witnesses who ap- 
pear are required to be sworn in. So I would ask that you each 
stand right now and raise your right hand. 

[Witnesses sworn.] 

Senator Collins. We will make your written statements a part 
of the hearing record, and we are going to ask that you limit your 
oral presentations to 5 minutes each. 

And I do want to say that it is totally coincidental that every sin- 
gle panel today has someone named Susan on it. And we will start 
with Susan Deblois. Susan? If you would also explain a little bit 
about your background as well as what happened to you with slam- 
ming. 

TESTIMONY OF SUSAN DEBLOIS, i PRINCIPAL, ALBERT S. HALL 
SCHOOL, WATERVILLE, MAINE 

Ms. Deblois. I am a principal at the Albert S. Hall School in 
Waterville, Maine, and we are on school break and so I was able 
to come down and be here. 

I want to say good morning. My name is Susan Deblois. I live 
in Winthrop, Maine, and it is a pleasure to be here this morning 
and to tell you about my experience with telephone slamming, 
which was not pleasant. 

I was slammed in early 1997 by a company from Texas called 
Excel Telecommunications. At the time I had my long distance 
service provided by MCI and was very satisfied with their service. 
I had been with Excel Telecommunications earlier but switched to 
MCI and had used their service for about 2 months. Excel may 
have slammed me because they had my name and number as a 
previous customer. 

I learned that I had been slammed when MCI called and asked 
why I had switched. I was both shocked and surprised as I had not 
authorized any change in my long distance service. In fact, I told 
MCI that I didn’t want anyone to be able to change my phone serv- 
ice. I never received a call or a notice asking me or telling me about 
any of the changes in my phone service. 

I was very upset that I was slammed because I had an 800 num- 
ber and a calling card. I had one daughter in college in New York 
and a senior home with me, and they used those numbers to call 
home and make other long distance calls. In addition, my husband 
and I travel frequently and had there been an emergency with my 
daughters or while my husband and I had been traveling, none of 
our family would have been able to make a long distance call using 
our MCI numbers. While my daughters would have been able to 
call home collect, if they had reached my answering machine, they 
would have been unable to leave a message. 

It was difficult for me to get switched back. I was able to return 
to MCI after calling them and explaining the situation. I did pay 
Excel the money for their bill, and I had to pay some extra fees 
to MCI because I had not stayed with them for the 3 months, both 
of which I probably should have contested but I am one of those 


^The prepared statement of Ms. Deblois appears in the Appendix on page 87. 
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consumers that when they said we can give you a number, I guess 
it is a PIC freeze number and this will never happen again, I just 
let it drop. I was in graduate school at the time and was very busy 
with my job, and I just wanted to get the problem resolved and just 
sort of get on with it. 

I hope that my experience with slamming is of assistance to you 
in your efforts to stop this grievous problem. 

Senator Collins. Thank you very much. 

Ms. Corrigan. 

TESTIMONY OF PAMELA CORRIGAN, i WEST FARMINGTON, 

MAINE 

Ms. Corrigan. Thank you. Senator Collins, Senator Durbin. 

I currently reside in Farmington, Maine. This incident happened 
to me when I lived in Bridgton last summer. 

In June of 1997 I received a certified return receipt letter from 
Minimum Rate Pricing, Incorporated, and found typical advertising 
propaganda inside. Because I receive so much of this type of unso- 
licited mail, I read only the opening paragraph of the letter, which 
began with a greeting thanking my household for beginning to use 
Minimum Rate Pricing’s telephone services. My family customarily 
tasks me with the responsibility of searching out the best long dis- 
tance service carrier, but just to be sure, I checked with my hus- 
band and my son to verify that neither one of them had spoken to 
a telephone representative recently. When they confirmed that they 
had not authorized any change in our telephone service, I became 
irritated with the dramatic return receipt tactics of the letter; but 
I figured since we really hadn’t signed up with the company that 
the correspondence was of little consequence. Usually I would toss 
such literature in the trash, but I had been waiting for a friend to 
send me information about another long distance carrier. Unidial, 
so I had held on to the Minimum Rate Pricing letter until I could 
check with my friend to be sure if there was any connection be- 
tween the two companies. 

My son left for college in late June, and I got serious about 
changing our long distance carrier to Unidial because they provide 
an attractive calling card service for students. When I contacted my 
local telephone carrier to switch from our long-time long distance 
carrier, AT&T, to Unidial, I was informed that I had been changed 
several weeks earlier to Minimum Rate Pricing. I asked who 
changed the service, and they explained Minimum Rate Pricing 
had made the change. And my response was, they can’t do that. 
The very polite customer service representative explained to me 
that companies which switch your — can switch your service without 
any written authorization. She further explained to me that it was 
possible to place a lock on my service through my local carrier, 
which would require that any future changes be made by me per- 
sonally. So I proceeded to change my long distance service to 
Unidial and placed a lock on my service. 

Angered by the unauthorized change, I searched through my 
unfiled documents to find the letter from Minimum Rate Pricing, 
and I read the whole thing this time. I found mixed in with the 


^The prepared statement of Ms. Corrigan appears in the Appendix on page 89. 
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various pages of information a 3 by 5 card with a place to request 
additional information. And at the very bottom of that card was an 
option to cancel the order. I felt I had been tricked. I wondered how 
it was possible for a company to change your telephone service sim- 
ply because you did not respond within a specified amount of time 
telling them that you didn’t want their service. How could it be 
that the burden was on the customer to respond in order for the 
customer to keep the service which he or she had so carefully se- 
lected? 

Few things in life make my blood boil, but for days after learning 
that companies can unilaterally make such changes, the feeling 
that I had been violated had not subsided. I wrote to the FCC, stat- 
ing that I felt it should be illegal for companies to change long dis- 
tance carrier service without changing the customer’s — without the 
customer’s expressed permission. Second, I suggested that if an un- 
authorized change is made the guilty company should be respon- 
sible to pay the original telephone carrier for all the costs associ- 
ated with making the change back. 

When I sent the letter to the FCC I had never heard of phone 
slamming, and I thought the FCC would be much too busy to re- 
spond to this isolated issue. To my surprise I received an acknowl- 
edgeable letter from FCC and later received copies of correspond- 
ence from my local carrier and Minimum Rate Pricing, the origi- 
nals of which had been sent straight to FCC. The local carrier’s re- 
sponse was simply a history of what changes had been made and 
on what dates. Minimum Rate Pricing’s response asserted that it 
had followed all required procedures, including the independent 
verification process, whereby they claimed to have recorded my 
husband’s voice when he gave authorization during the verification 
process to change the service. My husband and I chuckled at their 
response because we both know how rude and abrupt he is to all 
telephone solicitors. Even if he had experienced a brief spell of pa- 
tience, he never would have endured the solicitation through to the 
verification process, and in fact he never recalled ever receiving 
any telephone call from a telephone carrier in the period in ques- 
tion. 

Telephone slamming not only affects households; it affects mu- 
nicipalities and businesses. The phone service for my employer, the 
Town of Farmington, was changed from AT&T to World Tel in mid- 
January of this year without the proper authorization. It is difficult 
to track the history behind this type of changeover in large organi- 
zations, but we believe that World Tel made the change based on 
a vague conversation with one of the town’s recreation department 
staff who is not authorized to make a change for the entire town. 
It is imperative that telephone companies making such changes be 
required to obtain written permission before obligating such an or- 
ganization. 

In summary, my story is not sensational, it is not newsworthy, 
it is not even particularly interesting to outsiders, but I can’t help 
but wonder how many others are experiencing similar frustrations. 
Because the practice of phone slamming is quiet and seemingly in- 
nocuous, it receives little attention, and the unscrupulous compa- 
nies continue to get away with this form of stealing. 
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I applaud Senators Collins and Durbin for bringing this issue to 
light. From what I have learned since I was telephone slammed, 
this is only the tip of the iceberg, and I hope that the Senators suc- 
ceed in bringing about legislation which prohibits such practices. It 
is an honor to testify here, and thank you for your time. 

Senator Collins. Thank you very much, Ms. Corrigan. I want to 
tell you that your testimony was indeed very interesting and I am 
sure it was to your husband as well, if he heard your comments 
this morning. 

Mr. Klein, would you please give your testimony? 

TESTIMONY OF STEPHEN KLEIN, i MERMAID 
TRANSPORTATION SERVICE, PORTLAND, MAINE 

Mr. Klein. Thank you. Senators Durbin and Collins. 

My name is Stephen Klein. Mermaid Transportation is a small 
Maine owned and operated business that was established in 1982. 
Our primary business is our five daily trips from Portland, Maine, 
to Boston’s Logan Airport and back. We also have an extensive 
charter business that caters to business and private groups. Vir- 
tually all of our business is conducted over the phone. 

Our business was slammed on Friday, October 3, sometime after 
business hours. All our phone lines were slammed by Business Dis- 
count Plan, a Long Beach, California, company that had acquired 
our name from AT&T. All four of our lines were stolen without au- 
thorization. 

We were completely unaware of this seizure until sometime the 
next day when an office staff member thought our in-State lines 
were out of order because we could not access them by dialing a 
1-700 code. The condition continued the next day, Sunday. By 
Monday, October 6, we realized after calls were made to Bell Atlan- 
tic and OneStar, the carrier who handles our in-State and out-of- 
State service, that our lines had been slammed. 

The seizure disrupted our business, which is dependent upon 
making and receiving long distance calls and intrastate calls, for 4 
days and required hours on the phone with Bell Atlantic and our 
carrier OneStar to rectify the matter. 

When I asked Bell Atlantic how this could happen and who could 
have given AT&T our numbers they could not respond with an in- 
telligent answer. Furious and frustrated, I was about to put this 
matter behind us when I received a phone call from AT&T wanting 
to know why we had switched from them back to our original car- 
rier. I immediately asked for the supervisor, who would then not 
give me his name nor the department at AT&T he was calling 
from. He then came up with another number at AT&T that he said 
would help us. It turned out to be Small Business Billing, which 
had nothing to do with this matter whatsoever. 

I told AT&T the details and the solicitation call from AT&T from 
an anonymous department manager, and they looked up the num- 
bers and said yes, they did sell blocks of time to outside carriers 
who slam these numbers. When asked just who they sold our num- 
bers to, they said they could not reveal that information. I feel that 


^The prepared statement of Mr. Klein appears in the Appendix on page 91. 
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AT&T is certainly not off the hook, pardon the pun, just because 
they sold the time to somebody else who acted unlawfully. 

With some further investigation I was able to find out that Busi- 
ness Discount Plan was the party that seized our lines. I called 
them for an explanation, and they insisted that a woman in our of- 
fice had authorized the switch back in July. I said that was impos- 
sible because I knew that she would not have allowed this to hap- 
pen and that she did not have authorization in her job capacity to 
do that. The person from Business Discount Plan said he had a 
tape. I told him that I would be delighted to listen to it. He said 
he would have it in a few days and play it for me. That was in No- 
vember and I have still never heard that tape. 

Slamming is unfair and I believe infringes upon individuals’ and 
businesses’ privacy. If electronically they can steal your phone 
lines, why couldn’t they tap or play havoc with your incoming and 
outgoing calls? I also believe they are preying upon the elderly with 
deceptive mail or just unauthorized slamming. Unfortunately, the 
elderly sometimes don’t understand what is going on and they just 
feel they cannot change the situation. 

In January, I again received a call from Business Discount Plan 
to check and see if certain charges had been removed from our bill, 
which they had. I asked the person on the line about the tape that 
never surfaced, and she replied that her office was separate from 
Business Discount Plan’s office and that she worked for a tele- 
marketing firm. 

Back in October I did contact the FCC and the Maine Public 
Utilities Commission about this. But the FCC wants names and 
other information that we cannot get because these people will not 
identify themselves. In fact, they are representing themselves as 
AT&T. Frankly, I think this is a Federal matter because these in- 
fractions are coming from out of State. Something must be done to 
penalize these unauthorized break-ins. It seems now that the per- 
petrators are making a lot of money and getting a slight slap when 
caught, at best, and the victims are required to put the pieces back 
together, which is time and money consuming. 

Thank you. 

Senator Collins. Thank you very much, Mr. Klein. I want to 
thank all three of you for coming forward today and sharing your 
personal experiences. As I was listening to your testimony, I was 
struck by the fact that slamming really does affect people in all 
walks of life. We’ve talked about the impact on senior citizens, and 
here we have before us today a school principal, a town manager, 
and a small business owner. If it is any comfort to you, I, too, have 
been slammed twice, and I must say that my reaction was very 
typical in that I didn’t know what to do about it. I was very unsure 
of where to go. 

I would like to start with you, Ms. Deblois, by asking you, were 
you aware that you could contact the FCC for assistance in this 
matter? 

Ms. Deblois. No, I wasn’t aware. 

Senator Collins. In talking to other people who have been 
slammed, do most — I would like to ask each of you this question: 
Do you think that people know what to do or are they unsure? Ms. 
Corrigan. 
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Ms. Corrigan. No, I’ve talked to several people in my own office 
that were slammed, and they just let it go because they had no 
idea where to send a notification to. 

Senator Collins. Mr. Klein. 

Mr. Klein. I don’t think they know what to do. 

Senator Collins. I believe that a lot of consumers’ reactions are 
very similar to Ms. Deblois’s, which is you just paid the bill; is that 
correct? 

Ms. Deblois. Yes. 

Senator Collins. So you actually incurred higher costs, not to 
mention the fact that you were concerned about the ability of your 
two teenagers to contact you in the event of an emergency using 
the telephone card; is that correct? 

Ms. Deblois. Right. 

Senator Collins. Ms. Corrigan, I think you mentioned very 
briefly at the end of your testimony that the Town of Farmington 
was slammed? 

Ms. Corrigan. That’s right. 

Senator Collins. Could you tell us a little bit more about that 
and what was done, how it was discovered and what was done to 
remedy this situation. 

Ms. Corrigan. In doing research it was a little difficult to track 
down how it happened. I believe they received some sort of notifica- 
tion or correspondences that said thank you for changing and they 
went back and tried to find out who the company spoke with. And 
there was some reflection of a number that only goes into the recre- 
ation department, and I — we believe they may have tried to make 
contact with the payables clerk or maybe even the town clerk and 
maybe got sent away and continued to call other numbers within 
the town until they found somebody who said yes to a certain num- 
ber of questions and took that as a yes for a change. 

Senator Collins. And you mentioned that the company that 
slammed you claimed that they had a tape of your husband author- 
izing it. And your husband absolutely had no contact with this 
company; is that correct? 

Ms. Corrigan. To the best of his recollection he cannot remem- 
ber any telephone company calling during that period of time. 

Senator Collins. And, in fact, as you very amusingly described 
to us, he usually hangs up on telemarketers? 

Ms. Corrigan. It would have been a short conversation. 

Senator Collins. Mr. Klein, it is my understanding that you 
have been slammed a second time with a fax line; is that correct? 

Mr. Klein. Yes, they — in fact, it was Business Discount Plan 
again that came back and did that, and I would like to raise a 
question that we have got our recent bill from Bell Atlantic in re- 
sponse to this business about cramming. On the bill there is some- 
thing called Business Discount Plan, and it would — if you look at 
it quickly you say, well, it must be some special thing that they put 
together for businesses, and it is not. It has no relevancy at all ex- 
cept for the fact that they are billing you. And then there is a dis- 
claimer here that says, this portion of your bill is provided as a 
service to Business Discount Plan. There is no connection between 
Bell Atlantic and Business Discount Plan. I cannot believe that 
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they are just printing that and being a collection agency; they have 
to be involved. So this disclaimer does not seem to be true. 

I, also, yesterday at home got a check from AT&T for a hundred 
dollars for — to switch. And they are getting a little better, I must 
say, with the asterisks are a little bigger, you look at the small 
print, but the fact is that it is very, very deceptive and this cram- 
ming is an issue. I mean, this is 1 month’s long distance bill that 
we go through; it is rather lengthy. 

Senator Collins. Mr. Klein, I think you raise a really good point 
on that because a lot of people do not look that carefully at their 
phone bills; they simply pay them each month. And if they had 
been switched they may not know it for several months. In fact, 
one of the purposes of this hearing is to encourage consumers to 
take a hard look at their phone bills, because I bet there are a lot 
of people out there who have been slammed and do not even realize 
it. They are just writing that check each month because, after all, 
they are writing the check in most cases to the local telephone com- 
pany, which is acting as the billing agent. And for a business which 
has a lengthy telephone bill, that’s even more important. 

Mr. Klein. Absolutely, you are entirely correct. 

Senator Collins. Ms. Corrigan, I have the so-called welcome 
package that you received, and it is amazingly deceptive. One of 
the things that struck me about it is it looks like you are not 
changing telephone service but, rather, that you subscribed to a 
service that is simply giving you information on pricing. For exam- 
ple, one of the pages says, thank you for subscribing to Minimum 
Rate Services, comparing network pricing of AT&T, MCI, and 
Sprint. So if I had received this in the mail I wouldn’t think that 
it had anything to do with my choice of long distance carriers. 

Could you talk to us about whether you found this to be inform- 
ative? I know you have already said that the postcard was way at 
the end which would have required you to send it back to not 
switch service. Could you describe the packet and what you 
thought you were getting when you received it? 

Ms. Corrigan. I do not believe I found it very informative be- 
cause I did not read it very thoroughly the first time around, and 
the second time I read it I was so mad that I really was not listen- 
ing to what they were trying to tell me about their services. So it 
was presented in such a way that there was a lot of verbiage and 
the important stuff did not jump off the page. I think that’s the 
point that comes to mind. 

Senator Collins. I would like to get your suggestions, each of 
your suggestions, before I turn to Senator Durbin for his questions, 
on what we can do to better protect consumers against slamming. 
And let me ask your advice on three specific proposals. 

First of all, this welcome package that Ms. Corrigan received, 
which switches the service unless you return the postcard rejecting 
the switch. Should companies be able to do this, Ms. Deblois? 

Ms. Deblois. Absolutely not. 

Senator Collins. So you would recommend that the FCC 
ban 

Ms. Deblois. Yes. 

Senator Collins [continuing]. The so-called welcome package. 
What about you, Ms. Corrigan? 
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Ms. Corrigan. I agree. 

Senator Collins. Mr. Klein. 

Mr. Klein. I do, too. In fact, I would go so far as to say even 
magazine subscriptions, anything where it is incumbent on you to 
stop them from doing something. You never asked for it so why 
should you have it. It should be the other way around. 

Senator Collins. In studying this issue I found out that more 
than 86 percent of the orders to switch telephone service, the long 
distance telephone carrier, come from long distance carriers. They 
do not come from the consumer, 86 percent come from the long dis- 
tance company. Do you think it would be helpful to change the reg- 
ulations so that only the consumer can authorize a change in serv- 
ice? You can’t have a third party, a company, authorize the change 
in service? Ms. Deblois. 

Ms. Deblois. Absolutely. 

Senator Collins. Ms. Corrigan. 

Ms. Corrigan. I believe when you establish your service origi- 
nally if they want to ask for mother’s maiden names or something 
as a way to verify who it is, either request that that information 
be given when a change is given or request that the change be 
made in writing. 

Senator Collins. Mr. Klein. 

Mr. Klein. I think it should be made in writing. I think what 
you might need here is an authorization form that’s standard for 
the industry that has to generate from the user to the company 
and has to have notarized signatures from both ends, two forms, 
one the company keeps and one you keep, and those signatures au- 
thorized — notarized that says I authorize ABC to take over my 
interstate lines or whatever it is. 

Senator Collins. And, finally, what’s most disturbing to me are 
the fact that some companies slam consumers over and over again, 
they clearly know they are doing it, it is intentional. And my friend 
and colleague. Senator Durbin, has introduced legislation that in 
such cases would impose criminal penalties. 

Ms. Deblois, what’s your reaction to that? Should it be a crime 
if a company deliberately slams consumers and is a repeat of- 
fender? 

Ms. Deblois. Yes. 

Senator Collins. Ms. Corrigan. 

Ms. Corrigan. I definitely do. Except I think it is very difficult 
and very costly to go through that process. I think that a more ef- 
fective means is for the public to be aware and to know how to pro- 
tect themselves against this. Unfortunately, a lot of people I have 
talked to feel that, well, yes, it was an inconvenience but it only 
happened to me once before I learned about the lock. Well, if it 
happens to every consumer only once, these companies are going 
to be making a heck of a lot of money off us. So I would advocate 
some sort of notification in the local carrier’s — local service pro- 
vider’s bill that tells you how to go about putting that lock on. 

Senator Collins. Mr. Klein, should there be criminal penalties 
for repeat offenders? 

Mr. Klein. Absolutely. 

Senator Collins. So we should send the slammers to the 
slammer, right? 
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Mr. Klein. And let them also pay heavily, I mean, really put a 
stiff fine on it, without question. 

Senator Collins. I think that is the key. I think right now that 
a lot of these unscrupulous providers just view this as a cost of 
doing business. If they get fined, the fine is pretty mild compared 
to the amount of money that they’ve made. We’ve got to make 
slamming not pay. We’ve got to have stiffer fines and real pen- 
alties. 

Senator Durbin. 

Senator Durbin. Thank you. Each of these companies that were 
holding out to be your new long distance carriers at some point in 
time suggested that you had authorized it, either you or someone 
in your family or your business. Did any of these slamming compa- 
nies provide to any of you any written evidence of that authoriza- 
tion or a tape recording, which is the form that’s often used? And, 
Ms. Corrigan, we often hear that, when they do it over the phone, 
they keep the tape recordings, if there is ever any question later, 
they can play it back. Have any of you ever heard what has been 
purported to be that authorization from you or your company? 

Ms. Deblois. No. The only reason that I knew it was because 
MCI called me and asked me why I had switched, and I said, what 
do you mean, switched. I am with you. I have your latest bill in 
my, where I keep my bills, and that was the only reason I knew. 
They said you had switched. Because within that month’s time that 
had happened to me. So I had no idea. 

Senator Durbin. And obviously, Ms. Corrigan, from what you 
testified you did not hear your husband say I would be glad to 
switch. 

Ms. Corrigan. And I was tempted to ask them for the tape be- 
cause I was just aghast that they would say that. And as I learned 
more about slamming after that I chose not to ask for the tape be- 
cause I have heard that it is a practice where they would ask a 
number of questions and get you to say yes and then superimpose 
the yes over a valid question that you may or may not have an- 
swered, so. 

Senator Durbin. And, Mr. Klein, I guess they suggested an em- 
ployee in your office did this. Did they ever give you the name of 
the employee? 

Mr. Klein. They gave us the name. They never produced the 
tape, they never produced anything written, and we are still wait- 
ing. 

Senator Durbin. And you spoke to that employee? 

Mr. Klein. Yes. And she said I never gave them authorization 
to do anything like that. We know that to be true, too. 

Senator Durbin. Ms. Corrigan, I have to tell you that I was very 
impressed that you would receive what you characterized as unso- 
licited mail and then put it on file so you could find it. 

Senator Collins. That’s good. Most of us throw that away. 

Ms. Corrigan. A hazard of my vocation, my job. 

Senator Durbin. Well, it paid off — it certainly paid off in this in- 
stance. And I take it that this came to you, this welcome whatever 
it was, and appeared to be just more what we characterize as junk 
mail, unsolicited, here it is, an offer too good to be true. 
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Ms. Corrigan. Except that it scared me a bit. It came by cer- 
tified return receipt, and I have never received good news by cer- 
tified return receipt. So — and a card came in my mail later in the 
week, I was unable to pick it up until the following Monday, so it 
really did cause some stress over the weekend wondering who’s 
sending me this important document, and then I was just really 
miffed when I opened it up and thought it was advertising. 

Senator Durbin. And the approach they appear to be using is the 
same as we discussed when Senator Collins bought it up, same 
used by many book clubs, if you do not return the card saying no 
the answer is yes. And that is a new one on me. I have heard a 
lot of different slamming techniques, but that certainly does put us 
at a disadvantage when we have an unfamiliar name of a company 
and we are most likely to throw it away and if we do we have now 
signed up for a new carrier. Their creativity never ceases to amaze 
me on this. 

I would like to put the analogy here when we talk about serious 
penalties. What if you came to learn next month that someone had 
changed the bank that you had your home mortgage with and that 
the terms had been changed at the same time? It would be an out- 
rage to think that somebody would try to do that. Because tele- 
phone bills are not as large, usually, as mortgage, except perhaps 
in your case, Mr. Klein, then I think we view this as a lower-level 
offense but when we add it up in total it becomes serious. 

Let me talk about one aspect of this that is — we have to deal 
with and try to balance. We all like to have flexibility in our deci- 
sion making. We would all like to be able to say, OK, I just checked 
it all out and it is time for me to change my long distance carrier, 
here’s the 800 number I have to call, whatever it happens to be, 
I am going to save some money for my family or my business, and 
we want to do that without going through hiring a lawyer. We 
would like to do that in a way that is sensible and easy to do. And 
this raises questions about how far we are willing to go to protect 
ourselves and to put in some verification of this decision being 
made as against the whole question of convenience. 

We now know that most of our telephone numbers and certainly 
our names are public knowledge. They are in the telephone direc- 
tory or can be obtained very easily from city directories, so that in- 
formation, name, address, telephone number, is out there for the 
world to see in most instances. What can we put into this process 
that is somewhat personal in nature that really does reflect our 
personal decision. Many of the people with ATM cards here in the 
audience know that you have to have a PIN number, so even if 
somebody finds your ATM card there is still another number that 
protects you if they try to misuse it. And this has been suggested 
by some groups that each of us as families or individuals be think- 
ing about PIN numbers that have to be part of this process. You 
mentioned your mother’s maiden name. That, too, may be public 
record if somebody wants to go so far to find it, and in this com- 
puter age it may not be as difficult as it sounds. 

But what are your thoughts about that? Because we have a bal- 
ancing act here. On the one hand, we want to make sure we are 
protected; on the other hand, we do not want to create this into a 
legal process. It is too complicated and expensive. 
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Ms. Deblois. 

Ms. Deblois. Well, I think one of the pieces that I heard here 
today is that a number be put on your bill so that you can call and 
make sure that telephone slamming cannot happen to you. So your 
own PIC freeze number and you can call 

Senator Durbin. You call it a PIC freeze number? 

Ms. Deblois. That’s what I have heard it called, a PIC freeze 
number. 

Senator Durbin. Is it like a PIN number? 

Ms. Deblois. It is just a number that must have been given to 
my telephone company so that this would not happen again, be- 
cause when it happened I said, how can this never happen to me 
again because I don’t want to deal with it, and they said we will 
give you this number. Now, I did not have the number. They just 
sent the number in so that it would not happen again. 

Senator Durbin. So this is a number provided to you by your 
long distance carrier that basically has to be surrendered to the 
new carrier before it is changed. I might say to you in our hearings 
in Washington on the subject there were those who complained 
that that was just a way for the incumbent carrier to protect their 
own business and to not give the consumers flexibility to change, 
so that’s how the debate follows in Washington over this consumer 
rule on this issue, but it is — when we are talking about protection 
that’s where we start this balancing. 

Ms. Corrigan, do you think a PIN number is a way to approach 
this? 

Ms. Corrigan. I can see where it has some pros and cons, but 
I would like to go back to basics where you need to sign on the dot- 
ted line in order to commit yourself. 

Senator Durbin. So you have a written signature involved. 

Ms. Corrigan. I think that would be the best way. 

Senator Durbin. In the city of Chicago we have neighborhood 
fairs, much like county fairs and town picnics, and they go around 
and offer people opportunity to sign up for a raffle for a vacation, 
and the fine print suggests they have just changed their long dis- 
tance carriers, so they have their signatures and dates, everything 
looks very formal, but nobody reads the fine print. They just hope 
they get a trip to Maine. 

Mr. Klein, how about yourself, what kind of protection would you 
suggest? 

Mr. Klein. Well, I think that the phone — these operators have 
violated the regular course of business. I don’t think they should 
be allowed to verbally do anything on the phone. I think it needs 
to be written. And why can’t they do business the way the rest of 
us do business? If somebody wants to sell you clothing or a car or 
service, they put it in writing, they send it to you. They do not hide 
it behind a trip to Europe or Maine or wherever or a raffle or a 
check. And they just say, look, I would like to do business with you, 
here is how I can do better than somebody else. If you want more 
information call us, if you want to sign up here is the form, we look 
forward to being of service to you. Simple as that. I do not like PIN 
numbers. I have got enough PIN numbers already, and I do have 
something here about a PIC thing if you want to see that. But I 
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just think let’s just do business normally, and the people who won’t 
do business normally have something to hide. 

Senator Durbin. I also think PIN numbers are the subject of age 
discrimination because I get older and forget my PIN numbers and 
the ATM machine starts rejecting me. It starts to think I am some 
sort of a bandit. 

The point that you made that I want to ask the FCC is worth 
following, too. Is there any compensation to the local billing phone 
company from the long distance carrier for billing, for example, in 
other words, does your local carrier, in our case it would be 
Ameritech, in yours I believe Bell Atlantic, you read the disclaimer 
there and suggested that it may not be all together complete in its 
disclosure, that there may be a financial interest for Bell Atlantic 
in billing it or in who the long distance carrier might be, and I do 
not know the answer to that question. We could find out later on. 
But usually they have argued, the local carriers have argued — ^we 
are just pass-throughs. We receive this information from the long 
distance carrier, we assume it is true, and we send it without any 
verification. We change the long distance carrier because they tell 
us you, the customer, have authorized it. So that is their defense 
in most cases. 

And then to add another element to this, if we were going to ask 
them to verify it is going to add to the cost of the process and prob- 
ably slow it down. That is an element which we can bring up with 
the FCC. I am glad you raised that. 

Mr. Klein. I don’t think they are doing this just because they are 
good guys, putting it on their bill. They must be somehow com- 
pensated as a collection agency; if nothing else, they should know 
who they are doing business with. 

Senator Durbin. Thank you very much. 

Senator Collins. Thank you very much. I want to thank you 
very much for your testimony this morning. It was extremely help- 
ful because each of you were slammed in a different way, and it 
will help us better forge a solution to this problem, so thank you 
very much for taking the time and being with us today. 

Our second panel this morning includes Susan Grant, the Direc- 
tor of the National Consumers League National Fraud Information 
Center, and Dan Breton, the Director of Governmental Affairs for 
Bell Atlantic in Portland. These witnesses will testify about the 
growing problem of slamming, their roles in educating consumers 
about slamming, and what consumers should do if they discover 
they have been slammed. 

I would note that Ms. Grant is no stranger to the Subcommittee. 
She testified just recently at our hearing on Internet fraud, and her 
organization does a great deal of good work to help consumers deal 
with telemarketing slams and scams. 

Pursuant to Rule 6 all witnesses who testify are required to be 
sworn, so I will ask that you stand and raise your right hand. 

[Witnesses sworn.] 

Senator Collins. Ms. Grant, I am going to have you go first. 
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TESTIMONY OF SUSAN GRANT, i VICE PRESIDENT, PUBLIC 

POLICY AND DIRECTOR, NCL’S NATIONAL FRAUD INFORMA- 
TION CENTER 

Ms. Grant. It seems like we are doing a scam a week, Madam 
Chairman. 

Madam Chairman, Senator Durbin, the National Consumers 
League, the oldest consumer organization in the United States, is 
pleased to have the opportunity to present you with more insight 
about the dark side of telecommunications competition, slamming. 
The rising incidence of slamming, unauthorized carrier switching, 
not only poses a nightmare for consumers but it also threatens to 
undermine the benefits of telecommunications competition. The Na- 
tional Consumers League has advocated for fairness in the market- 
place since its founding in 1899, but slamming is not fair. It robs 
consumers of the right to choose their own carriers for telephone 
service. In 1997 our National Fraud Information Center, which is 
a hotline through which consumers can ask for advice about tele- 
marketing solicitations and report suspected fraud, received 810 
consumer reports about carrier switching. And here they are; I 
lugged them with me to Maine to show you. Most of these are 
about resellers of telephone service who buy service in bulk from 
the major carriers and resell it, although we also do have a small 
percentage of slamming complaints against the major carriers as 
well. 

We know that, even though carrier switching was the fifth most 
frequent subject of reports to our National Fraud Information Cen- 
ter in 1997, that this is just a tiny fraction of the actual problem. 
In our written testimony we presented you with statistics from 
Ameritech for 1997 showing the incidence of slamming reported to 
that company in the five States in the Midwest that it covers. It 
received a record 115,585 slamming complaints, more than double 
what it had received in 1996. In fact, the regional telephone compa- 
nies are really the best sources for statistics about slamming, be- 
cause they are the ones who under contract and for a fee provide 
switching and billing services for the long distance and local tele- 
phone companies, local toll companies. 

However, we know that even the numbers from the regional Bell 
companies are probably not the whole picture because not all con- 
sumers complain, that in fact not all consumers may even realize 
that they have a problem. And as noted in our written testimony 
and referenced by Senator Durbin, we conducted a Louis Harris 
survey in the Midwest in September of 1997 to see how consumers 
were faring in the new telecommunications marketplace. Overall, 
nearly a third of the consumers had either been slammed them- 
selves or knew someone else who had, and in Chicago the incidents 
were higher, 36 percent of those consumers. And as has been ref- 
erenced before, not only were minorities hit higher with slamming 
but also, the higher your monthly telephone bill is, the more attrac- 
tive a target you are for slamming. I can testify to this personally 
because in Washington I share a house with a couple of other peo- 
ple. Last summer we got a new housemate from India who makes 
frequent calls home, and he was not in the house for more than a 


^The prepared statement of Ms. Grant appears in the Appendix on page 94. 
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month when we got slammed by another company. We were obvi- 
ously a much more attractive target. 

In preparing for this hearing, I read all 810 carrier switching 
complaints that we received last year, and as I did so, I got angrier 
and angrier. And at the risk of exceeding my time, I just want to 
read you some of the ways that consumers are tricked and de- 
ceived. 

Here is a woman from Dover-Foxcroft, Maine, got a call from a 
company purporting to be NYNEX saying that they were going to 
place all of her bills on one piece of paper. She agreed but said she 
did not want her long distance service switched. They switched her 
anyway. She called to dispute and they claimed to have no control 
over the telemarketers that they used. They were not NYNEX, by 
the way. 

A man from Illinois, this company switched his long distance car- 
rier without his permission. They told him that his wife had signed 
a card giving permission to switch. He received a copy of the signa- 
ture. Not only was it not his wife’s signature but it was not even 
her name. 

Here is a person from Minnesota, long distance switched again, 
company claimed her husband filled out a form to authorize the 
switch. They sent her a form that had been filled out in somebody 
else’s handwriting, and when they continued to question it the com- 
pany said that the company would require proof that this was not 
his signature. 

Tyler, Texas, woman has a freeze on her line, a PIC freeze, but 
was slammed anyway. 

Seattle, Washington, company claimed to be U.S. West offering 
billing consolidation. As I said in my testimony, this is the most 
common ploy that is used, and it is because consumers are just so 
tired of all those different pages of their bill that it sounds attrac- 
tive, I think. This was a company. The office assistant who an- 
swered the phone said no but the service was switched anyway. 
When they questioned the switch they were played the tape. The 
tape was only a segment of an unrelated conversation where the 
person had answered yes to some questions, and the company said 
that it would cost $25 to hear the rest of the tape. 

California, company talked to this person’s minor daughter on 
the phone. They asked her for her name, birth date, and what long 
distance carrier they currently had and then switched with the mi- 
nor’s authorization. 

This is somebody from Texas who is complaining on behalf of a 
friend who is hearing impaired. And the company said that it had 
telephone authorization of the switch, which in her case is abso- 
lutely impossible. This is the second time that this person has been 
switched. 

A man from Indiana answered an ad for a job putting long dis- 
tance service in stores. He never received the materials to actually 
do the work, but his long distance service was switched, and he 
also found monthly charges for a calling card and an 800 number 
service that he never agreed to. So he was both crammed and 
slammed. 

A person from Oklahoma whose long distance was switched, the 
company refused to remove the charges and had a doctored tape of 
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her husband, who had refused the offer to switch but agreed to 
have information sent through the mail. 

California, person got a call from somebody pretending to be with 
AT&T, just asking him how he liked his service, and when he said 
that it was fine they used that as authorization to switch him. 

And here is somebody from Minnesota who was switched when 
her son signed up to win a prize at a carnival, son is a minor. 

And finally another person from Maine, this in Camden, who was 
contacted by a company that represented itself as his local carrier 
offering billing consolidation. He agreed, not intending to ever 
switch his long distance service, but he was switched and the new 
charges were four times the previous rate that he had been paying 
with his original carrier. 

Madam Chairman, these situations demonstrate that consumers 
have lost control over their telephone service to liars and thieves. 
And even the PIC freeze option, which is where you arrange with 
your local carrier for them not to effect a change order unless you 
have contacted your local carrier directly to say that you are 
switching, is not foolproof. As we understand it, if the slammer is 
a reseller of the service that you have from your original carrier, 
for instance, if you have AT&T and the slammer is a reseller of 
AT&T service, then the PIC freeze system can’t recognize that 
there is a change in service because the telephone service is ulti- 
mately still being provided by the same carrier. There seems to be 
a real disconnect between the service and changing your service on 
one hand and the billing and being billed for various service pro- 
viders at different rates on the other hand. And we see this as a 
major problem, especially since we promote the PIC freeze as an 
extra measure of protection that consumers can get. 

The status quo is really unacceptable and half measures we do 
not believe will solve the problem. We have seen our different 
methods of verification that are required are already abused, writ- 
ten authorization that’s forged or hidden on those contest entry 
forms, doctored tapes, and the negative option notices. 

To address these problems, we make several suggestions, and 
one of them is the PIN number. I realize and I agree that none of 
us want to have to memorize another number. I suppose you could 
have the same number as you use for something else, a calling card 
or a bank account, or something else that would only be known to 
you and not known to competitive telephone companies, so that you 
could actually make sure that you were verifying your switch. An- 
other alternative would be a welcome packet that works the other 
way around where you actually receive a notice saying that you 
have been switched and unless you respond to confirming that 
that’s your desire then no change would be made. 

Senator Collins. Please take as much time as you need. 

Ms. Grant. Oh, thank you. As you can tell I am really incensed 
about this problem, especially after spending the night reading 
these, and I am desperate to help you with a solution to this. 

We really think that another important part of any kind of rem- 
edy should be minimum standards for the telephone service pro- 
viders and the billing aggregators that they sometimes use to han- 
dle their — act as the middle man between the local company that 
does the billing for them and the actual service provider to handle 
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consumer complaints. All of these express great frustration of the 
trouble that consumers have, when they call they can’t get through, 
the lines are busy, they get hung up on, they are abused if they 
do get through to somebody. There ought to be minimum standards 
for how disputes will be handled, and if companies do not meet 
those standards that should be a basis for the local telephone com- 
panies that provide the billing service to refuse to continue or to 
refuse new billing services. 

We would like to also see the addresses of the telephone service 
providers on the bills. Right now consumers have no idea who 
these companies are or where they are. And though the company 
names appear on the bills, as has been pointed out before, that 
may not be recognizable to you. If it is a name that is Business 
Discount Plan, you are not recognizing that as the name of the 
company. It sounds like it is a service. And also if consumers can- 
not get through on the phone to complain to these companies, 
which is a common problem, they do not have any address to write, 
to register their dispute, and it is difficult for them to report the 
problem to an organization such as ours or a law enforcement 
agency that needs that information. 

And most importantly, we want slammers to be hit where it 
hurts, in their wallets. We do not think that consumers should 
have to pay the charges that slammers assess. We believe that it 
is not the consumer’s problem to have to figure out how much their 
original carrier would have charged for those calls and then remit 
that amount to the slammer. It is a terrible burden to place on con- 
sumers, and we also think that by taking away the ability to collect 
some money from consumers that would be an economic disincen- 
tive to slamming. 

We also support the idea of stronger penalties. I would note that 
the FCC can already impose very, very stiff civil penalties. If con- 
sumers could go into small claims court and if States could also 
seek both actual and punitive penalties, I think that that would 
help. And I think that criminal penalties are appropriate for situa- 
tions in which there is deliberate or repeat incidence of slamming. 

And, finally, we recognize the importance of public awareness 
and education to fighting fraud. Your witnesses today have said 
that what they really need is information about how to shop for 
telecommunications services and what to do if they are slammed, 
crammed, or have any other kind of problem in that regard. And 
the National Consumers League is leading the way in that effort. 
We have a free publication that we just came out with, “Make the 
Call,” which gives consumers information about how to shop for dif- 
ferent kinds of telephone services and also tells them what to do 
if they are victims of slamming, cramming, or other telephone 
billed fraud such as 900 number fraud. This is available free in 
English and in Spanish from the National Consumers League’s web 
site, which is www.natlconsumersleague, all one word, dot org, or 
by calling a special 800 number, 1-800-355-9NCL, and leaving a 
message with your name and address and whether you want to get 
this in English or Spanish. We have 350,000 of these, so we really 
want to get them out to as many households as possible. 

In summary, we believe that if as much energy is put into solv- 
ing the problem of slamming as is presently being put into devel- 
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oping new kinds of telephone services that consumers can be 
charged for, we would all be better off. Consumers would be less 
victimized by slamming, and the benefits of telecommunications 
competition that we have all been promised will be realized. And 
we will be really glad to continue to work with the Committee and 
the Congress in this effort. Thank you. 

Senator Collins. Thank you very much, Ms. Grant. Mr. Breton. 

TESTIMONY OF DANIEL BRETON, i DIRECTOR, 
GOVERNMENTAL AFFAIRS, BELL ATLANTIC 

Mr. Breton. Good morning. Thanks for allowing me to represent 
my company. Bell Atlantic, on this issue of slamming and how it 
affects consumers. I am Dan Breton. I am the Director of Govern- 
ment Affairs in Maine, and I am a Maine native. I have 20 years 
of service with Bell Atlantic and the NYNEX and New England 
Telephone companies. 

Bell Atlantic, for people not familiar with the State, is one of 24 
local exchange carriers that make up the Telephone Association of 
Maine. Additionally, there are also a couple of other companies 
that provide local service, 80 percent of the consumers are served 
by Bell Atlantic service in Maine, about 670,000 lines of service. 
Our consumers can now choose from about 200 companies for long 
distance services, and as of last September Maine consumers can 
now choose to use any long distance carrier for in-State calling 
without having to dial extra digits. So with all this it sounds like 
a great thing, great new services, great new prices. Unfortunately 
it has caused some confusion. Slamming is one of those by-products 
of having this many choices for consumers to have a chance at 
reaching for. 

Last year we administered over 363,000 changes of customers’ 
choices for long distance carriers for out of State calling. We also 
in the September to December period processed about 83,000 
changes for intrastate calling, in Maine calling, in that short 
amount of time that customers were allowed that option. Again, 
that is based on 670,000 lines, but that is a lot of changes. Some 
people may have made more than one change, but that gives you 
a perspective. 

Earlier Senator Collins mentioned that 86 percent of these pre- 
ferred carriers changes are made to us via electronic transmission 
of tapes from the long distance carriers, and I believe I am out of 
my element to talk on behalf of long distance carriers. I am really 
trying to speak from my company’s perspective, but I believe ini- 
tially it was the feeling that we should make it as easy as we can 
to let customers choose long distance carriers other than the domi- 
nant carriers that provided service around the divestiture period. 
Long distance companies like Bell Atlantic for in-State calling and 
AT&T was the dominant carrier by far for out-of-State calling. So 
to open the market for that, we want to make it as easy as possible 
for choices to be made. 

The long distance carriers have the responsibility of maintaining 
records that they have had received, from some consumer, notifica- 


^The prepared statement of Mr. Breton with an attachment appears in the Appendix on page 
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tion and a positive response of some sort, before they contact Bell 
Atlantic. We process the change. Again, when it is done electroni- 
cally we probably do — ^with these kind of numbers a total of 
440,000 changes were made last year. You can imagine how many 
we have to do per day just to keep up with it. And we have to do 
it very timely. Some of these long distance plans are dependent on 
timing as well as for the consumer to get their 5 cent a minute rate 
or what have you, whatever they have chosen to do. 

Again, there were 643 slamming cases that we know of in 1996, 
1,582 in 1997, so it is a little bit more than double. And those are 
known cases. We do not profess that everybody has called us. The 
customer reaction that our service reps deal with is surprise, frus- 
tration, and confusion. 

We are sometimes the first to hear about a slamming episode be- 
cause a customer notices the $5 charge to change their carrier on 
a telephone bill that we provide, and so we are probably the first 
to get, “hey, what is going on.” 

We bill for other carriers. It was brought up in prior testimony. 
We do billing and collection. It is a business — a line of business for 
us; we do it as an offering. Some carriers do their own billing. 
Some of the larger carriers want to maintain that relationship with 
their customers. We do billing, and included in our fees are charges 
for recovery of collection of those telephone calls, as well as some 
factors in for bad debt and uncollectibles. And as we run into the 
uncollectibles for some carrier whose actions and practices causes 
the customer to not want to pay, that is factored into our negotia- 
tion with that particular long distance carrier. There has been a 
case where we have refused to do billing for a carrier because of 
the number of complaints that have taken place. We do have one 
incident that I know of in our territory. I am sure there are other 
examples throughout the country. 

The key points that I would really like to make is that our Bell 
Atlantic employees, we have 1,600 in Maine, we have 133,000 
across our footprint, are trained and instructed to try to make 
things right for a customer who does call in with a problem caused 
by — especially caused by slamming, and it is probably the largest 
growing amount of calls we get. We instruct our employees to 
waive the charge, the $5 charge, that the customer incurred and 
to restore the customer to their original carrier if that is what the 
customer wants. There are those odd cases where the customer 
says, well, I did not know what the $5 charge on my bill was, I 
am getting a much better long distance rate, leave me alone. Fine, 
so noted, but I don’t think that that is the dominant response. We 
restore the customer to the original carrier at no charge so they 
will have paid nothing, and in some cases we will refund the 
money. 

We would rather have the customer deal with the carrier. There 
should be an 800 number on every page of the bill. Unfortunately 
some customers do not get recourse from the carrier. If they come 
back to us we will take the charges off and we will go after the car- 
rier if we have that ability to do so. If we do not bill for the carrier, 
unfortunately, we do not have that capability. What we would do 
in that case is we would waive the $5 charge and instruct the cus- 
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tomer to ask the carriers as many questions as they can to under- 
stand what happened and to request a rebate. 

We offer the PIC freeze. If 86 percent of carrier changes are done 
via an electronic process, then the PIC freeze should go a ways to 
preventing that from happening again. We have to hear from that 
customer to make the change, and we prefer to ask the customer 
a few questions that probably they would know more so than oth- 
ers. Rather than put the whole litany out there, it could be a Social 
Security number, it could be maiden name of a relative, it could be 
something to identify it. We are just trying to make it so that if 
that customer decides that, hey, this new long distance company 
just came into town, giving me a heck of a rate, I have to be able 
to swap over to that carrier when I call you, in that instance. When 
a customer puts a PIC freeze on, I do not have any evidence — any 
numbers as to how often they reverse that, but it — the intention is 
to have only the customers that make the change reverse that 
change. 

We believe Congress is in the right frame of mind when they 
want to bring attention to this matter via your hearings, via the 
newsletters that you are putting out to your consumers, and you 
should bring attention to it. We support stiffer penalties. I believe 
we testified to that before the FCC, and we want to make it as easy 
as possible for people to add a PIC freeze. There was that incidence 
early on where we — local exchange companies, and I can see where 
the attack came from, of course you want them to freeze, and that 
freezes them into a long distance choice that may benefit you. We 
advocate for as many free opportunities as soon as possible; let the 
customer make that decision. We always should be saying, and we 
try to say it as often as possible, we are for a free market out there. 
When we are allowed into long distance out-of-State, we hope that 
we win, if we win business, with customers that want to stay with 
us and that they know they bought our service. 

We support education, in the front of our directories we are put- 
ting information about these particular incidences like slamming, 
the chance of a PIC freeze. We have it in our advertising. The cus- 
tomer billing information notices that we send out carry that from 
time to time. We send those out monthly for residents and for busi- 
ness. And we really emphasize this matter in our employee train- 
ing and if we have an employee that is on the line with a customer, 
there is no excuse for them not knowing what to offer the cus- 
tomer, how to remedy the situation. And it will be so noted, and 
we will do some additional training if we have to with that em- 
ployee. 

We are participating in the rule making at the FCC, and you 
may want to know that last week we supported legislation in 
Maine, that’s LD2093, to introduce slamming protections in the 
Maine statutes. The bill is not completed yet. It has a very good 
consortium of consumer advocates as well as long distance carriers 
and local exchange carriers trying to put together something. It 
will have penalties and the slamming party will not receive money. 
That is the direction we are headed in and that is the direction 
that Bell Atlantic has advocated for. If you are a slammer, why 
should you get any money out of this. 
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Those are some of the ideas we have, and I would be more than 
happy to answer any questions you have. 

Senator Collins. Thank you very much, Mr. Breton. 

It has been difficult to get a handle on the extent of slamming. 
If you look at the FCC statistics, they clearly understate the prob- 
lem, as the FCC has said. When you look at the local telephone 
companies, I still suspect that the problem is greatly understated. 

Mr. Breton, I think you said in your testimony that Bell Atlantic 
did process more than 360,000 changes in long distance carriers 
last year for your customers; is that correct? 

Mr. Breton. That was for carriers for out-of-State calling, and 
you would have to add to that almost 83,000 for in-State calling as 
well, so we processed that many. 

Senator Collins. So when you look at the total universe it is 
well over 400,000 changes, which is absolutely astounding to me 
that there were that many changes. 

The FCC Commissioner who is going to be testifying next says 
that it is probably a conservative estimate to say that 1 percent are 
changes that resulted from slamming. So what we are talking 
about potentially, even if you do a conservative estimate, is more 
than 4,000 Maine citizens being slammed in a year; would you 
agree with that? 

Mr. Breton. If you leave the 1 percent, I do not have any knowl- 
edge to back that up, but that is what — everything I am reading 
points to large numbers. And of the 440,000 — if you start from that 
universe you can come up with those numbers as you approach the 
10 percentile. 

Senator Collins. Ms. Grant, similarly a lot of consumers do not 
complain to you more than they do to the FCC. Is your impression 
in dealing with State regulators and the consumers that you talk 
with that this problem, if anything, is understated? 

Ms. Grant. Oh, absolutely. And I think the Lou Harris survey 
that we conducted in the Midwest bears that out. We found that 
of the respondents with slamming experience only 7 percent of 
them reported it to any kind of government agency, 2 percent to 
a nonprofit group such as ours. So we can see how it is vastly unre- 
ported. Although it is not scientific, all you need to do, though, is 
be in a gathering with your friends and ask how many people have 
been slammed, and you will find that the vast majority have been. 

Senator Collins. I think this problem is much more prevalent 
than is generally realized, and I think there are a lot of people who 
do not realize that they have been slammed. If you look at the sta- 
tistics just for Maine, there were 51 complaints to the FCC last 
year, there were 1,600 complaints, approximately, to Bell Atlantic, 
and yet if you apply the 1 percent ratio probably we are talking 
about 4,000 Maine citizens who were slammed last year, some of 
whom may not even realize to this day that they have been 
slammed. And Ms. Grant’s observation is very similar to mine and 
to Senator Durbin’s. If you talk to any random group of people you 
find out that there are people who have been slammed. I mention 
this because it troubles me that this is so widespread and that it 
is going in the wrong direction. We do not have the controls in 
place now to discourage and deter companies from slamming con- 
sumers. 
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Mr. Breton, can you give us some idea of the cost to local tele- 
phone companies, to Bell Atlantic, for you to remedy slamming 
complaints? After all, you did not cause these complaints, yet you 
are the one that usually the consumer calls. In some cases they call 
the long distance carrier directly, but frequently they cannot figure 
out who the long distance carrier is or how to contact them. 

Mr. Breton. Senator, we have not been tracking specific costs 
lost to working on the billing or the rebates, long distance switch- 
ing fees. We intend to do so. I do not have any hard data on that. 
It takes awhile to do every case. If we know of 1,500 or so cases 
you can begin to extrapolate the costs of a service rep’s time on the 
line, because we view this as — I know they are doing productive 
work, but it is also nonproductive time. It is not getting us ahead 
or it is just remedying a situation, but I do not have any data at 
this time of specific costs. 

Senator Collins. Do you think it is a substantial cost to local 
telephone companies to remedy these problems? The reason I am 
pressing this issue is ultimately that is passed on to us, the con- 
sumer, because it is going to be built into the rate structure ulti- 
mately, so I think the local telephone company getting a handle on 
the cost is important because ultimately we pay the cost. 

Mr. Breton. Yes, I do not know how to — they do a nice job of 
defining within my own company substantial, but any time we 
spend 1,500 cases and it is growing on this kind of problem, it is 
costly. 

Senator Collins. Could you describe for us some of the reactions 
of consumers who call Bell Atlantic? Are they puzzled; are they 
angry; do they understand what’s happened? 

Mr. Breton. They are very puzzled because it — when a charge 
like that appears without any knowledge in their own home, and 
there are a lot of people living alone, when it happens to somebody 
living alone, there is no way that they could have authorized that, 
there is no doubt that maybe another person in the household did 
it. So they are very confused at times. When slamming first started 
happening we were trying to figure out, well, there must have been 
some discussion. Now we quickly explain what might have hap- 
pened to try to get the consumers beyond the anger. And the 
anger — we try not to blame anybody out of this, but obviously your 
first advance as a service rep is to try to point out you are here 
to help, you did not cause the problem, but you would like to try 
to turn it around. 

Senator Collins. Do some of the consumers who call you mistak- 
enly think that Bell Atlantic caused the problem for them? 

Mr. Breton. Yes, they do. No matter how much money we put 
into advertising trying to separate ourselves from other carriers, 
even my godmother insist I work for AT&T, that has not been since 
1984 that we were part of that system. And it is there in the con- 
sumers. These consumers have not made changes in their phone 
service for ages. They are very accustomed to no change at all, and 
this is very confusing. So they expect us to remedy the situation 
and to make it right. Because we bill for a lot of carriers, we will 
carry the ball as far as we can for the consumers, but we do take 
the brunt of the hit on the first call, and that is usually where the 
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most venting is taking place. And then we will get another call if 
they cannot reach the carrier, and that is a problem. 

Senator Collins. Many consumer groups, including the one rep- 
resented by Ms. Grant, recommend to consumers that they ask for 
a PIC freeze. Does Bell Atlantic offer a PIC freeze up front when 
someone calls to start telephone service? 

Mr. Breton. I did not check — when somebody is just initiating 
basic service, I am not sure. When somebody has a slamming prob- 
lem, yes, they do offer it. We offer it right up front on the slam- 
ming complaint, but I would have to do some checking on that 
other situation. 

Senator Collins. From my experience the answer to that is no, 
that the offer or the explanation that a PIC freeze exists only oc- 
curs upon the consumer complaining of slamming. One problem 
with doing it up front is right now you are the honest broker in 
this, but ultimately I assume Bell Atlantic is going to get into the 
long distance business. If that happens, is not the local telephone 
company now put into a situation where it has a conflict of interest 
in trying to resolve these slamming complaints? 

Mr. Breton. We do plan to be in the long distance arena; we 
have filed in New York. We are opening our markets in just about 
every State. We are susceptible to that complaint, that as a local 
carrier you have an advantage, we expect to do the long distance 
business through the guidelines of the Telecom Act that put to- 
gether some pretty distinct areas of how to separate this kind of 
business. We will follow those and make it as fair as it can possibly 
be made. There will always be people saying that we have an un- 
fair advantage, but the best way to change these carriers on tele- 
phone lines is through the local exchange carrier. I know in Port- 
land here we have competition for the local lines; somebody is pro- 
viding that. So any local exchange carrier, maybe in 3 or 4 years 
we will not have the numbers we have. For example, in Maine our 
long distance dominance in in-State long distance calling is less 
than 50 percent on business lines. We have had that market at- 
tacked by 180 carriers. So we do not have all those market num- 
bers that we used to have. And we expect that as we continue to 
open our markets that we will have competition, but we will take 
on that kind of concern. 

Senator Collins. Ms. Grant, I know you have a lot of expertise 
in telemarketing scams. In many cases that we have learned about, 
telemarketers have been involved in the slamming. Do you think 
that there is an economic incentive for telemarketers to engage in 
deceptive practices because they are likely to be paid in part on a 
commission basis? 

Ms. Grant. Yes, I do. And we know that in many of the in- 
stances where we have carriers that we would consider legitimate 
major carriers accused of slamming it is because they have 
outsourced. They have used outside marketing firms who are paid 
by a commission basis, and obviously they then have an incentive 
to claim the highest number of consumers possible as having 
agreed to switch. 

Senator Collins. Some of the more reputable long distance car- 
riers have found that they had a problem when they outsourced the 
telemarketing but that that problem and thus the number of slam- 
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ming complaints declined once they brought it in-house. Another 
approach taken by some of the larger long distance companies is 
to have a third-party, independent verifier of the consumer’s will- 
ingness to change carriers. What do you think of those two ap- 
proaches? 

Ms. Grant. I think that retaining your marketing functions in- 
house obviously gives you more control. But you could probably 
have very good monitoring provisions if you use outsources for that. 

In terms of independent verification, we have seen so many 
abuses in that regard where even though the verifier and the com- 
pany that is selling the service are supposed to be separate, they 
appear to be in league, just very easy to do. And the salesperson 
will in some cases be standing right there with the verifier in the 
same conversation putting the person on the line to verify the 
change. I think, although independent verification is an attractive 
part of the solution, it is hard to ensure that it really is inde- 
pendent, and that is our main concern. 

Senator Collins. Could you describe for us some of the more 
fraudulent telemarketing techniques that you have encountered in 
going through the complaints? The reason I would like you to do 
this is to help educate consumers on what to beware of. 

Ms. Grant. Well, there is no bounds to the creativity of crooks. 
As I said, the most common kind of ploy that we see used is the 
billing consolidation, which is really confusing for people because 
they do not even really understand what that means. Consumers 
in most cases get all of their various kinds of telephone charges in 
one bill anyway, but I think just the sound of billing consolidation 
is attractive because people are so overwhelmed with different 
pieces of paper. Very often these marketers will claim to be the 
consumer’s original long distance carrier or local carrier and are 
just offering a new way of billing. Sometimes they claim that in 
fact this change in billing, this bill consolidation, is something that 
is now required by the Telecommunications Competition Act. Some- 
times they claim to be calling on behalf of the Federal Communica- 
tions Commission. 

Senator Collins. That is pretty bold. 

Ms. Grant. Yes, they are. They are very bold. These are people 
who probably are engaging in other kinds of scams as well and 
lying is just second nature to them. 

Sometimes they claim to be conducting surveys about either tele- 
phone service or something else entirely, and they’ll walk con- 
sumers through a series of questions and they’ll tape record their 
answers and they’ll get various yeses to different questions, and 
then later they’ll produce a doctored tape that is supposed author- 
ization using those yes answers. 

Sometimes they will approach small businesses telling them that 
they are such great customers that they are going to be offering 
them a new discount plan. And, again, they will be pretending to 
be their original carriers. There is no agreement that you are going 
to be changing, just that you are going to be on some new reduced 
rate plan. Who could refuse that, that sounds great, and so people 
say yes to that. And then the next thing they know they get a bill 
from one of these companies. And not only were they switched 
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without their consent but it is no rate reduction at all. It is usually 
three or four times higher than their original carrier. 

The prize promotions, we know that that is another common way 
where you fill out some kind of entry form at a county fair or a 
mall, also product promotions for coupons to get free products is 
another way that people are roped in for both slamming and cram- 
ming, where they are signing something not reading the fine print. 

The job scams. The most amazing one that I have ever heard of, 
and we have received two or three calls about this particular outfit, 
is a company that calls consumers claiming to have purchased 
debts that these consumers owe someone. As far as the consumers 
know, they owe no one. But these companies claim that they have 
purchased the collectibles on this debt and that the consumer can 
get out of the debt and have a clean credit record if the consumer 
agrees to buy his or her phone service from this company. When — 
I mean, there is no way that you can even imagine the ploys that 
these companies will come up with to either trick people or in this 
case really intimidate them into buying their phone service. They 
say, if you do not buy our phone service then we will go after you 
for these debts and we will take you to court. That is the height 
of unfairness. 

Senator Collins. Thank you. 

Mr. Breton, you mentioned that you are supporting legislation at 
the State level related to slamming. I would like you to be very 
specific for Senator Durbin and for me on what changes you would 
like to see at the Federal level, whether through regulation by the 
FCC or through changes in the law. And to give you an example, 
for example, should welcome packages be prohibited by the FCC? 
Should we have criminal penalties? What would be your advice? 

Mr. Breton. We are at a stage now where we are still reviewing, 
I believe there are seven pieces of legislation. The most recent one 
that came out this week from Senator McCain, and each one of 
them has had a different flavor. I know we are pushing for in- 
creased penalties and for slammers not to receive any of the com- 
pensation. I believe right now there is — as I think Ms. Grant point- 
ed out, that for a consumer to figure out how much they owe that 
different carrier after they have been slammed, that could be a 
problem for pushing for that. As far as a welcome package, we are 
right now reviewing that. The negative checkoff is problematic. I 
know in Maine we do not do negative checkoffs. We had an experi- 
ence with that that did not go that well, and we expected not to 
ever do that again. And so those are the ideas I have, but I do not 
have any specific things other than the comments we filed on the 
bills. 

Senator Collins. When you say that the long distance carrier 
should not be able to keep the money, are you talking about 
charges that are above the amount that the consumer would have 
paid if the consumer had kept the preferred provider, or are you 
talking about the long distance carrier not being able to collect any- 
thing for the calls? 

Mr. Breton. We are talking about anything. That is what we 
propose. I do not know how other long distance carriers have 
weighed in on that. But what we are saying is if somebody had 
some deceptive action which took you from one carrier to another 
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without your knowledge, that the new carrier that caused that ac- 
tion should not receive any money, any advantage out of this, be- 
cause it will be a gaming thing. It could be they do 95 out of a hun- 
dred of those and 95 of them hold true and they keep the money. 
We would rather have the consumer, if they are going to pay any 
money on that bill, would be to the carrier they expected to pay at 
at the rates they expected to pay. 

Senator Collins. Some long distance carriers have objected to 
that proposal because they believe it would encourage fraud by the 
consumer, that a consumer might run up a huge phone bill and 
then say, well, gee, I did not realize that I had been switched and 
get off without paying the bill. Do you think that is a real problem? 

Mr. Breton. Well, that is an issue in the proposed State legisla- 
tion in Maine. While the FCC legislation today, I believe, leaves 
the door open for the consumer to pay their original carrier, the 
Maine legislation was uncertain as to what to do. We are concerned 
that this could create a situation where some claims could be made. 
After the claim — we note the claims on a customer’s bill and we 
waive the charges. I believe if it happened six times in a row we 
would catch on to that consumer. But we would like to not have 
that possibility because it could be at that one and only time that 
a $5,000 bill was run up. But our contention is we would just rath- 
er not attract more administrative problems through slamming, 
and to close a loophole on somebody making a false claim to get 
a free phone bill, it puts us in a tough spot. We would rather just 
avoid that whole situation, and the consumer’s understanding 
would be I made 30 minutes worth of calls, I would have paid this 
much with my other carrier, that is what I expect to write a check 
for this particular month. 

Senator Collins. Mr. Breton, do you think that the local tele- 
phone companies should be required to report to the FCC if they 
are getting a spate of complaints involving a particular long dis- 
tance carrier? Should there be some obligation on you to alert the 
FCC if all of a sudden you are getting tens or hundreds of phone 
calls that implicate a particular long distance carrier as being an 
egregious slammer? 

Mr. Breton. I would like to try to sidestep that answer only be- 
cause it puts us in a spot of turning the policing act on the tele- 
phone bill to a carrier that we might very well be competing with 
head to head in in-State, and this would put us in a tough spot. 
When we were formulating our responses for today, we allude to 
in some background material to the scorecard compiled by the FCC 
without really mentioning any carriers because it puts us in a dif- 
ficult spot. If we were forced to track that and turn it over, obvi- 
ously, we will do what we have to do. But we would rather not be 
the first to scream about ABC company having 10 slams in a row. 
I know that we will probably terminate the billing arrangement we 
have with them. That would be how we deal with most of it. 

Senator Collins. I guess what troubles me about that answer is 
the average consumer is not going to call the FCC and complain. 
The average consumer’s not even going to call the National Con- 
sumer’s League and complain. They are going to call you. The aver- 
age consumer has no idea whether or not the problem that he or 
she has experienced is an isolated one or whether or not a whole 
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lot of other customers are being slammed by the same company. So 
what I am struggling with is how do we trigger the FCC to take 
action against a particular carrier. If consumers are not com- 
plaining to the FCC, and I would not expect them to do so, and you 
are not reporting a pattern of deceptive practices, then I am un- 
clear how the FCC, and I am going to ask the Commissioner this 
question, how the FCC knows to take action. 

Mr. Breton. I guess what I would offer is we would be willing 
to track it in any way that would be competitively neutral so that 
we didn’t expose ourselves to a situation. But as far as tracking, 
yes, if we track I believe that information should be available to 
agencies such as the Maine Public Utilities Commission, which we 
do show complaints to them and the nature of the complaint as 
well as the FCC. I would want to say we would want to turn them 
over, but we would want to be very careful so that we would have 
a mechanism of turning them over without starting a side show 
that takes away from the real problem. 

Senator Collins. Ms. Grant, my last question for you is very 
similar to that which I posed to Mr. Breton, and that is what spe- 
cific recommendations would you have for regulatory changes that 
could be implemented much more quickly by the FCC and also 
statutory changes to deter this very unscrupulous practice? 

Ms. Grant. I do think that the FCC should set some limits to 
the number of complaints that a company can have before action 
is taken, and there could be a series of different levels of actions 
that the FCC would take, depending on the number of complaints 
and whether it is a repeat offender. But what happens now is that 
there need to be so many complaints before the FCC acts or before 
a local company feels that it is able to terminate its relationship 
with a service provider without fear of some kind of liability. But 
I think it would be very helpful to the local companies as well as 
consumers in general to have those kinds of minimum standards 
for how the companies conduct themselves. 

Senator Collins. And do you see the need for some law changes 
as well? Senator Durbin has suggested criminal penalties for re- 
peat offenders. That is an idea that I find very appealing as well; 
it is deliberate and it happens time and time again. Or perhaps we 
should make sure that the FCC revokes a carrier’s license, or what- 
ever the proper term is, in the case of a repeat offender. Do we 
need stiffer fines; are there any law changes that you would like 
to see? 

Ms. Grant. Yes, I think that law enforcement agencies at both 
the Federal and the State level need more tools to shut these peo- 
ple down and to penalize them. And also, as I said before, I would 
like to see the law say, as it does for disputed 900 number charges, 
that the consumer has the right to refuse to pay. I think ultimately 
the most effective way of going at this is to take away the economic 
incentive to slam. 

Senator Collins. Thank you. Senator Durbin. 

Senator Durbin. Thank you. Senator. 

Let me try to get an understanding first of the local situation, 
and then I want to ask a broader question. 

So at the current time Bell Atlantic does not offer long distance 
service? 
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Mr. Breton. That’s correct. We offer State long distance service, 
in-State, within Maine only. 

Senator Durbin. OK, so you would not offer it to Massachusetts 
or Illinois, whatever? 

Mr. Breton. Yes. 

Senator Durbin. And how many companies compete with Bell 
Atlantic for local service, within Maine, for example? 

Mr. Breton. When you say local service, are you talking about 
the dial tone line going into your home? 

Senator Durbin. Yes. 

Mr. Breton. There is one competing head to head with us in 
Portland now. We have about — contracts with about eight others 
that have the authority to compete. But one right now head to 
head in Maine, and there are 23 other telephone companies pro- 
viding service in Maine in their own territories. 

Senator Durbin. And you said there were about 200 long dis- 
tance carriers that Bell Atlantic bills for at the current time? 

Mr. Breton. There are about 200 carriers that are authorized 
through the Maine Public Utilities Commission to provide long dis- 
tance service in Maine, and we bill for a majority of them but I do 
not have an exact number who we actually bill for. 

Senator Durbin. So if I wanted to start a long distance telephone 
company and sell to people living in Maine, I would have to go 
through some State process of approval through your Public Utility 
Commission? 

Mr. Breton. Yes. 

Senator Durbin. Is that correct? 

Mr. Breton. That’s correct. 

Senator Durbin. And once having received that approval from 
the State utility commission, then is it your obligation to bill, to 
pass the bills along to my long distance company? 

Mr. Breton. If they contracted with my company, absent some 
reason why we could not or should not take their business, we 
would probably do the billing and collection for that particular com- 
pany. 

Senator Durbin. That is what I would like to focus on because 
I think that is an important element. You suggested that you had 
turned down, refused to bill, for one long distance carrier. What 
was the reason? 

Mr. Breton. The reason was repeated complaints about slam- 
ming. 

Senator Durbin. All right. And I take it that you can do that 
without violating any consent decree from Federal courts or any 
State law; that is Bell Atlantic’s decision. 

Mr. Breton. That’s correct. 

Senator Durbin. So does Bell Atlantic take on — as a regional 
carrier take on the responsibility of monitoring the long distance 
carriers to see if in fact there are increasing numbers of complaints 
about specific carriers? 

Mr. Breton. I am not aware that we do. I am not aware we have 
a specific procedure for looking at these things today. I know that 
slamming has heightened our awareness as to problems caused by 
the situation. 
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Senator Durbin. So how did you come to the conclusion about 
this one company that you wanted to stop doing business with? 

Mr. Breton. I do not have specifics on that. I could get that. But 
I believe it was the nature of how many calls we were taking based 
on the number of bills we were providing for them was getting 
problematic and we did not like their practices. 

Senator Durbin. But, for example, if a company is relatively new 
to Maine and it turns out to have been a bad player in Texas or 
Illinois and had problems with the FCC and in fact were fined sub- 
stantial amounts for those problems, what you are suggesting is 
that Bell Atlantic under the current process and rules really would 
not take that into consideration as to whether they would play the 
middle man and bill for that long distance carrier in Maine. 

Mr. Breton. That is a good question. Senator. Within our own 
footprint of 14 States we would use our own information that we 
can gather about that particular client and share it amongst each 
other. I do not know if we would share it with Ameritech, what 
have you, to say stay away from this bad actor, they are going to 
cause a problem. I do not know. 

Senator Durbin. Does Bell Atlantic get compensated for billing 
this long distance service? 

Mr. Breton. We get compensated for billing and collections and 
there is a factor added in for uncollectibles, for bills that are bad 
debts. 

Senator Durbin. So this is in fact a business proposition for Bell 
Atlantic. There is money to be made; obviously you would not do 
it. And you are providing the bill to the consumer with the name 
of your company on the bill and have something in-State, too. What 
I am driving at is, going back to Senator Collins’ point, is seems 
like the regional companies here are not passive players. You are 
active players in this process, and you in fact make a profit off 
these long distance companies. You in fact decide whether you 
want to do business with these long distance companies. And the 
question she raises I think is very pertinent. You may be the only 
source of information to help police against these companies. And 
I also think that your burden as a regional carrier should go be- 
yond your footprint, as you say. If your company, as large as it is, 
and the regional companies are rather large, is not following the 
FCC action, for example, they on an annual basis or maybe more 
frequently will fine some of these long distance carriers for actions 
in another State. And I would think that would raise a red flag in 
Maine, too, that perhaps they ought to be on a watch list. And if 
you start receiving complaints in Maine maybe it is time to cut 
them off. What am I missing here? 

Mr. Breton. I believe you are on track. I do not know for sure 
if there is a watch list. I do not know if we refused to even take 
on some business. I just had evidence of the one that we termi- 
nated upon already doing some billing for them. I would like to 
talk to somebody in my company in the billing and collections 
group to get a better feel for how we screen. Obviously that would 
be a concern to us. 

Senator Durbin. How profitable are these long distance carriers 
we are talking about? I know there are large ones but there are 
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also brand new ones on the scene. Is there a lot of money to be 
made here? 

Mr. Breton. I know the size our market is in Maine, the in-State 
long distance market in Maine is about a $300 million market, 
maybe. But I do not know what it is nationally. And I do not know 
how profitable they are, but they are — ^with 188 certifying in Maine 
at one time, Maine is a small market, Maine is a very small mar- 
ket, so there must be something. Maybe one of the carriers could 
give us a better idea. 

Senator Durbin. Ms. Grant, can you speak to that, do you know 
about these long distance carriers and their profitability and how 
many there are nationally and what kind of money they make out 
of this? 

Ms. Grant. I don’t have numbers, but I will tell you that there 
are more and more every day. Anyone can call themselves a tele- 
phone company now. It is easy because you do not have to build 
your own infrastructure, your own network; you can just buy serv- 
ice wholesale from somebody else and resell it. 

I will also note that I believe that there is a list of deadbeat con- 
sumers that is shared by the telephone companies and I forget 
what it is called, I know it has come up in discussion about 900 
number problems, so that if somebody has really abused their abil- 
ity to have a telephone and stuck a company in one place, that 
company shares that information with its competitors in other 
places. I don’t understand why there could not be something simi- 
lar for these slammers. 

Senator Durbin. Mr. Breton, say it ain’t so. 

Mr. Breton. Firsthand knowledge, I do not know. I would imag- 
ine whether we have a bad debt on a customer I know we carry 
it forward in our bills. If, for instance, Mr. A ran up a telephone 
bill and there is a bad debt there, we will note that Mr. A cannot 
have phone service again until they pay off the bad debt. 

Senator Durbin. And would the RBOCs exchange that informa- 
tion? 

Mr. Breton. That I do not know. 

Senator Durbin. Let me ask you, one of the things you said in 
your testimony is if somebody calls complaining saying I have been 
slammed, you make certain that you restore them to their original 
long distance service without charges for changing, either a charge 
for initiating the slamming service or for returning to their old 
service. But there is no adjustment made on the actual bill for the 
monthly charges that might have come from the company that 
slammed them. 

Mr. Breton. If the consumer — ^we then ask the consumer — ^we do 
adjust, that is correct. Senator, we adjust the $5 charge that was 
incurred by the long distance companies for us changing from one 
to the other. Then we waive the charge to restore them back to 
their original carrier, and we ask the customer to contact that long 
distance carrier to see if they want to give the customer credit and 
then we will flow that credit through on the next bill. If the cus- 
tomer calls us back and says they told us sorry, we are not helping 
you, we have a tape, we have whatever of somebody authorizing 
this change as a legitimate charge, and the customer still insists 
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that there was no way they could have done that, we will adjust 
that bill and we will go after that long distance carrier. 

Senator Durbin. The last area of questioning here is on this 
issue of cramming, which has come up a few times here. If Bell At- 
lantic wants to offer a new service to customers in the State of 
Maine, for example, whether it is call forwarding or some new 
modification on that, and they advertise it and the customer calls 
and says I am interested in that, how do you in fact verify that 
that customer has given approval for this new charge to be added 
to the bill? 

Mr. Breton. We have a billing name on our records, and we — 
if it is that particular person we just verify that they have service. 
If they are asking for a service like that, we will place it on the 
bill and make it as easy as possible. 

We also have a policy, by the way, of removing that charge im- 
mediately if we made a mistake, if in some cases a very adult- 
sounding 13-year-old in the household decides to order call waiting 
without telling the parents, then we will waive that charge, abso- 
lutely no money will be expended by the customer on that. So we 
have a very liberal policy on our own services like that. 

Senator Durbin. But no signature is necessary, no written au- 
thorization, no PIN number, no PIC freeze number? If it is involved 
with local service and additions to charges, merely the oral rep- 
resentation that I am Mr. So and so from Portland, Maine, and this 
is my telephone number is enough to change that service and bring 
it to the bill; is that correct? 

Mr. Breton. That is — ^we change it on a verbal — yes, we do. 

Senator Durbin. Let me just say that I understand that the re- 
gional companies, including Bell Atlantic, are not the target of this 
hearing. But I would suggest to you that you are really intimately 
involved in this from a business viewpoint as well as from a profes- 
sional viewpoint. And I have to agree with Senator Collins, I think 
you may be in the stronger position to deal with this absent 
changes in the law than virtually anyone. If there is evidence of 
wrongdoing by these long distance carriers, not only in your region 
but nationwide, you would be the first to know about it or could 
be the first to know about it and protect consumers. I assume that 
if you do not bill these long distance carriers that they have to bill 
directly; is that correct? 

Mr. Breton. That’s correct. 

Senator Durbin. I think that would be another red flag, when 
people start receiving a new bill from a company they never heard 
of and they are told that this is your long distance carrier, they 
would be alerted many times to the fact that they had been 
slammed. So I think that having said that, and based on your testi- 
mony, you have an enormous volume of changes that takes place, 
and I am always shocked when I hear this, how many people really 
do set out to change their phone service each year. But I just can- 
not imagine anybody else in this process who can play the role of 
an honest broker as the regional companies can, and I hope that 
we can find a way maybe even without changes in the law to see 
that take place. Thanks. 

Senator Collins. Thank you very much. Senator Durbin, and 
thank you both for your testimony this morning. 
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Our final formal witness of this morning, before we go to a public 
comment period, is the Hon. Susan Ness, who in 1994 was ap- 
pointed by President Clinton as a Commissioner of the Federal 
Communications Commission. The FCC, as we have learned this 
morning, is responsible for regulating the telecommunications in- 
dustry and handles slamming complaints. Commissioner Ness is an 
attorney with a very impressive background in communications 
and in the financial arena. We also very much appreciate her mak- 
ing the efforts to come here this morning, and I think it has been 
valuable for her to hear firsthand the problems that consumers are 
experiencing. 

As I have explained previously, pursuant to Rule 6, all witnesses 
who testify before the Subcommittee are required to be sworn, so 
at this time I would ask that you stand and raise your right hand. 

[Witness sworn.] 

Senator Collins. Commissioner Ness, if you will please proceed, 
and feel free to take as much time as you wish, within reason. 
Thank you. 

TESTIMONY OF HON. SUSAN NESS.i COMMISSIONER, FEDERAL 
COMMUNICATIONS COMMISSION 

Ms. Ness. Thank you. Madam Chairman. I greatly appreciate 
the opportunity to be here today. You are doing extremely impor- 
tant work on behalf of the consumer and I am most grateful. Also 
I want to thank you. Senator Durbin, for your leadership in this 
area as well. 

I sent you detailed written testimony, which I ask at this point 
that you place in the record. 

Senator Collins. Without objection. 

Ms. Ness. With your permission I will just summarize my testi- 
mony so there will be more time for discussion. Certainly a lot of 
ideas have been put on the table today, and I am very pleased to 
hear these ideas. 

As we have heard repeatedly this morning, slamming deprives 
individuals and business consumers of a fundamental right, the 
right to use their carrier of choice. This is a major problem in the 
telecommunications industry, and we at the Commission share 
your commitment to eradicate the practice. 

Slammers are nothing if not bold. They are equal opportunity 
perpetrators. Victims of slamming include Members of Congress, 
such as you. Madam Chairman, their staffs, as well as employees 
of the FCC. The Commission receives more complaints about slam- 
ming than any other telephone-related complaint. In 1997 we han- 
dled about 45,000 telephone-related complaints, of which almost 
half were about slamming. That is about 20,000 complaints on 
slamming, an increase of about 25 percent over last year. Now, be- 
cause many slammed consumers grin and bear it or resolve their 
problems without bringing them to the Commission, we do not real- 
ly know how many of the 50 million carrier selection changes each 
year result from slamming. If it were just even 1 percent, which 
as we all agree is extremely low and well understating the case, 
it would total over 500,000 slamming incidents nationwide. And we 


^The prepared statement of Ms. Ness appears in the Appendix on page 113. 
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have heard the scenarios involving deceptive sweepstakes, mis- 
leading forms, forged signatures, and telemarketers who do not un- 
derstand the word no. 

In complaints to the Commission consumers commonly use words 
like “abused,” “cheated,” “pirated,” “hijacked,” and “violated,” to de- 
scribe how they feel. And quite simply, as you have so beautifully 
stated, consumers are furious that their carrier selections are being 
changed without their consent. 

Now we are starting to see complaints of slamming intraLATA 
with the short-haul local toll service within the States in areas 
where carriers are competing for presubscription. And as competi- 
tion is introduced at the local level for local telephone services, un- 
doubtedly there will be reports of slamming on that score. So if this 
was the tip of the iceberg now, I think we are entering Antarctica. 

The FCC has really taken slamming very seriously. Even before 
passage of the 1996 Telecom Act, we adopted orders to ensure that 
consumers’ rights to use their preferred carrier would be preserved. 
Our approach has been two pronged. First, our rules make it hard- 
er for carriers to slam. All carrier changes are required to be 
verified in one of four specified ways. And then, second, carriers 
who do not follow the rules are severely punished. 

We review complaints for patterns of abuse; in particular we 
have been imposing very serious fines. Since 1994 we have taken 
enforcement action against 17 companies, we have imposed forfeit- 
ures totaling $160,000 against two such companies, entered into 
consent decrees with nine companies with combined payments of 
about $1.25 million, and have assessed approximately $500,000 in 
proposed additional penalties against five carriers. We also have 
two major investigations ongoing which will probably come to pub- 
lic attention fairly soon. 

The Communications Act now gives the Commission additional 
authority with respect to slamming. The Telecommunications Act 
of 1996 added Section 258, which makes it unlawful for any tele- 
communications carrier to submit or execute a change order in a 
subscriber’s carrier selection, except in accordance with the Com- 
mission’s rules. That law also provides that any carrier that vio- 
lates these procedures or collects charges for telecommunications 
service from a subscriber after the violation shall be liable to the 
subscriber’s properly authorized carrier for all charges collected. 
The 1996 act requires the slamming carrier to disgorge any moneys 
it has received from the consumer and turn them over to the right- 
ful carrier. In this fashion, the slamming carrier reaps no benefit 
from its illegal actions. 

Although the 1996 act created a statutory mechanism for elimi- 
nating the financial incentive for carriers to slam, the language of 
the act did not explicitly provide remedies for consumers that had 
been slammed. In addition. Section 258 did not provide guidance 
on how to restructure the complex relationships between carriers 
who submit carrier change orders and those who implement them, 
without slowing down competition or restricting consumer choice. 
I know that has been the subject of much of the discussion today. 

This quarter we will be completing new rules to implement the 
legislation. Our objective is the same as yours, to slam the door on 
slamming. The Commission has been active in educating con- 
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sumers about slamming and their rights in this area. This outreach 
has led consumers to become more informed about the problem and 
to insist the carriers afford them their rights without intervention 
by a regulatory agency. Examples of our outreach to consumers in- 
clude the “Common Carrier Bureau’s Scorecard,” which is a pam- 
phlet that everyone can see outside this hall, which names names. 
It reports how many complaints have been filed against specific 
carriers including Bell Atlantic, and people can see, who has been 
causing problems with lots of complaints nationwide. This outreach 
certainly has been helpful to us because as we get more complaints 
we are better able to tailor both our resolution of the complaints 
as well as propose any changes in our rules to address the issues. 
Our information on slamming is also available at our Website, 
www.fcc.gov. 

In addition the Commission has a comprehensive program with 
the media and consumer groups to remind consumers how to avoid 
being slammed and where to seek relief if they are slammed. Our 
Call Center staff is trained to answer consumer inquiries. That toll 
free number is 1-888-CALL-FCC. We also send out thousands of 
consumer brochures on slamming and complaint resolution in re- 
sponse to calls to our consumer hotline. These efforts have signifi- 
cantly increased consumer awareness, resulting in a jump in the 
number of slamming incidents reported to the Commission as op- 
posed to State regulators. These cases also help us, as I mentioned, 
to determine what best to do. The message we mean to send to car- 
riers is loud and clear: We will not tolerate slamming. 

And I understand Congress is considering additional legislation 
in this area. I particularly applaud Senator Durbin in providing for 
direct redress to the courts, either through State-initiated class ac- 
tion suits or individual consumer remedies, including minimum re- 
coveries that can be enforced in small claims courts, as was done 
in the Telephone Consumer Protection Act. Making criminal rem- 
edies available also will reinforce the message that the tele- 
communications industry is open to reputable companies only, and 
I applaud that initiative as well. Whatever Congress decides in fur- 
ther legislation, again, our objective is the same — to prevent this 
type of intolerable abuse. We are trying to make examples of some 
of the major abusers. We will publicize these efforts to deliver the 
message to consumers and as a reminder to carriers that they can- 
not get away with slamming. 

In addition, we have held forums — most recently last June — ^with 
some of the local exchange carriers about their billing and collec- 
tion practices. In general we do not regulate billing and collection. 
That is an unregulated service that the carriers provide. But we 
are talking with them about the kinds of abuses that are occurring, 
the complaints that we are receiving, to try to come up with some 
best practices. And we are going to continue to focus on that area 
as well. 

Congress has already provided the FCC with powerful tools to 
combat the problem. We will diligently employ these tools and any 
new ones you fashion to achieve our shared objective. With tougher 
rules and vigilant enforcement, we will help to restore the right of 
consumers to choose their local and long distance carriers and to 
have that choice honored in the marketplace. 
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I appreciate the opportunity to appear before you today and am 
happy to answer any questions. 

Senator Collins. Thank you very much, Commissioner. 

Whether you look at your own statistics or at the statistics of the 
National Consumer League or at the statistics that the local tele- 
phone companies have given us today and in other forums, there 
is no doubt that slamming has exploded, that it is a growing prob- 
lem. Given that indisputable fact, do you believe that the FCC has 
been tough enough on slammers? If you have been tough enough, 
why is everybody doing it? Why is the problem growing? 

Ms. Ness. We have taken every step that we can and will con- 
tinue to take steps to stop the practice. Why is it happening? Be- 
cause there are a lot of telemarketers out there that do not share 
our ethics, for example. We have got to be harder, perhaps, on 
some of the local carriers that are doing the billing and collection 
to try to get them to focus in on those carriers against whom they 
have received complaints, as we discussed here earlier today. We 
do not regulate telemarketers. The FTC does regulate tele- 
marketers, although we regulate the carriers. If carriers are using 
telemarketers, we have to make sure that their practices meet cer- 
tain standards. And we are, as I mentioned, revising our regula- 
tions. We received comments on the proposed rules; we expect to 
complete that rule making within the next month. Those should 
address many of the issues that were raised — or suggestions that 
were put forth today. I can’t say how the rule making is going to 
come out, but I can tell you from my own personal perspective that 
the “welcome package” is entirely unwelcome, and I would not be 
surprised to see that eliminated from the options for verifying a 
consumer change. 

One thing we know is as more competition is introduced, particu- 
larly in the local marketplace, we want to make sure that con- 
sumers can in fact change carriers if they so desire without a lot 
of hassle. And it is a balancing act to try to come up with a method 
by which only truly desired changes take place. I think a lot of 
ideas were put on the table today. Certainly our massive record of 
comments provides us with a significant amount of guidance. When 
we issue these regulations within the next month, we will begin to 
see once again a lot of publicity on slamming and, therefore, hope- 
fully a reduction in the number of complaints. But the more one 
advertises these issues or publicizes these issues, the more likely 
consumers will file complaints, rather than chalk it up to an exas- 
perating experience that consumers just let pass by. 

Senator Collins. I realize that the FCC has to strike a balance, 
that you want to promote unfettered competition in the long dis- 
tance industry, but at the same time there is a very important con- 
sumer protection role that you need to play. And I guess when I 
look at the enforcement actions taken by the FCC since 1994, it 
strikes me as pretty weak. In the State of Maine we have almost 
200 companies providing long distance service right now. Nation- 
wide it has exploded similarly. As I understand it, the FCC has 
only taken enforcement actions against 15 companies since 1994. 

Ms. Ness. It has been more than 15 companies, but when I am 
saying enforcement, I am talking about formal enforcement as op- 
posed to informal enforcement where we investigate the complaint 
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and get resolution of the complaint without actually going in and 
filing formal charges. 

Senator Collins. Well, let me give you a specific example, be- 
cause in several cases the States have been far more aggressive 
than the FCC. You heard this morning Pamela Corrigan describe 
her experience with a company called Minimum Rate Pricing. Flor- 
ida assessed a fine of $500,000 against this company for slamming. 
The FCC, by contrast, assessed a fine of only $80,000. My concern 
is that an $80,000 fine 

Ms. Ness. Is the cost of doing business. 

Senator Collins. Exactly. 

Ms. Ness. Sure. 

Senator Collins. It is not sufficient. We have not made the eco- 
nomic penalty a deterrent to slamming, and the FCC’s penalty is 
so puny compared to the State of Florida’s, and we could go to 
other comparisons, too. The State of Illinois took action against I 
think it was Business Discount Plan, which slammed Mr. Klein, 
and, again, a far more forceful action than the FCC. Are you satis- 
fied with the FCC’s enforcement? 

Ms. Ness. We typically impose a $40,000 fine as the penalty for 
initial complaints. We have in fact imposed fines as much as 
$500,000. We have instituted revocation proceedings against some 
carriers. We are right now, as I mentioned, in the process of two 
major investigations that will probably help deter other incidents. 
So we are trying to beef up our enforcement and make examples 
of the companies that have been repeatedly causing problems. We 
have the authority to go up to $110,000 per incident, and we have 
the authority to go up to $1,100,000 for a continuing violation. I, 
for one, am in favor of us using every single tool within our power 
and every single dollar within our power to address the problem. 

Senator Collins. Do you believe your authority to impose fines 
is adequate, or would you like to see a law change? 

Ms. Ness. I like a lot of the ideas that have been suggested, cer- 
tainly to be able to provide more authority for the State attorneys 
general to go in, for the consumers to go in in small claims court 
and have the minimum recovery. I think those things would help 
the process. Criminal penalties would be extremely helpful. I do 
think that our existing powers on fines probably are sufficient. It 
would be wonderful if we had more resources to be able to devote 
to the problem. That certainly, as with many Federal agencies, is 
a matter of scarce resources. But this is a problem that has to be 
addressed. As we introduce competition at all levels of tele- 
communications, the number of consumer complaints is going to 
rise. It just goes hand in hand. As a result of that, the Commission 
needs to refocus; as we move into more competition we have to 
refocus our resources and energies into the consumer protection 
side of the fence. And I would hope that we will do that. I certainly 
will do everything within my power to ensure that we do that. 

Senator Collins. One of my staff people who headed a regu- 
latory agency in Maine speculated to me that the FCC has not 
made the transition from being the regulator of essentially one 
company, AT&T, to a whole new arena. It is now the wild west out 
there with long distance telephone carriers and that there is not 
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an enforcement mentality at the FCC, that you are not used to 
playing that role. Could you respond to that concern? 

Ms. Ness. I think we can certainly beef up enforcement, but I be- 
lieve that we have in fact moved towards greater efforts on enforce- 
ment. We have about 28 people who do nothing but resolve infor- 
mal consumer complaints, and I believe we are authorized at a 
level of about 70 people who do regular enforcement on common 
carrier matters. There is such a wide — a sweeping area of enforce- 
ment when you think of all of the laws that we do in fact enforce. 
We have at the FCC a total of 2,000 people. That includes all of 
our field personnel, that includes all of the local stuff. We regulate 
cable, broadcast, telecommunications, wireless communications, 
satellite communications, and obviously I would love to see us do 
more in the enforcement area. As a staunch consumer advocate, I 
think it’s an extremely important area we have to focus on. We 
have a limited amount of resources. Part of what we need to do is 
to employ those resources better. One way to do that is to have 
very highly publicized enforcement activities against really large 
perpetrators, and that is what we are in the process of doing. Re- 
gretfully, I have not been able to present that information today 
because it is ongoing. But I would hope certainly within the next 
few weeks that question will be answered in the press. And, again, 
as we complete the rulemaking on slamming which was begun last 
August, I believe we will see that the tools that we have will have 
been beefed up, the ability for the consumers to get redress will 
have been beefed up as well. 

Among the things that we are going to be addressing is whether 
the consumers who have been slammed should have to pay any of 
the bill or how they would get reimbursement for specific things 
such as even the premiums that might have come with the regular 
carrier. Those kinds of issues would be addressed here. But I do 
think more tools for consumer self-enforcement would be very, very 
helpful, and would also help our partners in the States to do their 
jobs better. We are continuing to work with the States to resolve 
some of the problems and exchange information. 

Senator Collins. Has the FCC requested more budget or addi- 
tional staff to deal with the explosion of slamming complaints? 

Ms. Ness. I do not know the answer to that question. 

Senator Collins. If you could get back to us for the record. 

Ms. Ness. I would be more than delighted to do that.^ 

Senator Collins. Let me turn now to the role of the local tele- 
phone company. You heard both Senator Durbin and I question the 
Bell Atlantic representative about what their role in protecting the 
consumer should be. 

I would like to ask you two specific questions. One, should either 
the FCC or Congress require the local telephone company to track 
slamming complaints and report complaints to the FCC, particu- 
larly when there is a pattern of abuse by a particular carrier? And 
second, should we change the law or the regulations so that the 
local telephone company only makes a change in a long distance 
provider upon the explicit request of the consumer as opposed to 
getting the request from a telephone company? 


1 See Exhibit No. 1, for response, in the Appendix on page 144. 
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Ms. Ness. Those are two — ^well, the latter is certainly one of the 
issues that we are considering in the additional rulemaking pro- 
ceeding underway. The balance there is to what extent can you 
fine-tune what the consumer has to do without making it so cum- 
bersome that it is difficult to change carriers. So we are trying to 
balance out those concerns. Certainly affirmative verification is es- 
sential, and I think clearly that is something that I, for one, am 
strongly supporting that we do. I cannot speak for my four other 
colleagues. 

With respect to the situation you point out with Bell Atlantic, 
carriers who execute change orders are responsible for making sure 
that our rules are followed. We are trying to work with the local 
exchange carriers; I think that is an area that we certainly can 
beef up and should beef up. Whether this is putting in PINs, I 
share the concern that you have had raised about trying to keep 
in mind yet another PIN number, that is one idea certainly that 
has been out in the marketplace. I would caution against requiring 
anybody to use mother’s maiden name because that is what banks 
typically use to verify credit, and the last thing I want to do is to 
provide these people with that information. 

But, certainly the carrier who is executing the change form has 
an obligation to make sure that the procedures have been done cor- 
rectly. That is an area of concern to me and I hope that we will 
address to some extent in the upcoming rule making. 

Senator Collins. Our focus this morning has been primarily on 
long distance providers who are providing service. They may be 
slamming customers, they are doing other unethical practices such 
as cramming, but at least they are otherwise legitimate providers 
of long distance service. The investigators of the Subcommittee, 
however, have also discovered a sinister new development whereby 
fiy-by-night scam artists are setting up long distance companies on 
paper only, slamming thousands of customers, and then quickly 
going out of business, popping up again under another name. Have 
you had any experience at the FCC with trying to detect this type 
of operation? 

Ms. Ness. We have taken action to decertify one group of so- 
called carriers that were all related that sounded like they were 
doing a similar type practice, Fletcher. So we are aware of this. We 
do not presently require certification of long distance carriers. They 
are supposed to file a tariff. It is a very simple tariff. The Fletcher 
companies did not do that. Therefore, among other reasons, we 
went after them with both barrels loaded. 

We certainly could consider increasing — going back into a more 
regulatory mode and requiring carriers to certify or to get certifi- 
cates of service before they can provide long distance service. That 
is somewhat duplicative of what is going on in the States. I do not 
know to what extent that would prevent someone who was inten- 
tionally designing a scam like that from carrying it out. I don’t 
think it would do much to prevent that activity, but it is certainly 
something that we should consider. 

Senator Collins. But right now there is no background check, no 
licensing process? Anyone can go in and simply file the tariff and 
set themselves up to be a long distance provider? 
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Ms. Ness. Typically what happens is they buy service from an- 
other carrier in bulk and then resell it.^ 

And there are many, many legitimate carriers who do just that. 

Senator Collins. But we know from the FCC statistics that re- 
sellers tend to be those who engage in slamming most often, that 
there is a problem with resellers in particular. 

Ms. Ness. There are huge numbers of resellers across the coun- 
try, and the vast majority of them in this business are doing a good 
job in providing consumers with lower rates for their long distance 
service. In fact, resale has been one of the tools by which we have 
seen rates come down in long distance, and we are hoping to see 
rates come down for local service as well. What we can further do 
with that to ensure that they are valid companies, perhaps, as we 
discussed earlier today, could take place in the form of looking at 
the billing and collection issues that the local carriers engage in 
contractually to carry their billing. 

Senator Collins. Senator Durbin. 

Senator Durbin. Thank you. Commissioner Ness. So if I wanted 
to start a long distance carrier today I really do not need a license 
from the FCC. 

Ms. Ness. You have to file a tariff with the FCC. 

Senator Durbin. What does that mean when you say file a tariff? 

Ms. Ness. It is not a cumbersome process, but you are supposed 
to state what the rates are that you are going to be charging your 
customers. I think you could begin service the next day. And then 
if you are a common carrier you basically have to offer service to 
any and all without discrimination. 

Senator Durbin. So if I want to start a long distance carrier, too 
good to be true long distance, and I file this tariff there obviously 
is not going to be a background check on me if I can start business 
the next day. 

Ms. Ness. That is correct. 

Senator Durbin. And I do not file any bond with the FCC. 

Ms. Ness. That is correct. 

Senator Durbin. And if I want to do business in Maine, I have 
to look at the State laws. And I assume every State through their 
public utility commission or department requires me to do some- 
thing more; is that a fact? 

Ms. Ness. I believe that is right. I can check on that, sir.i I am 
not absolutely positive. 

Senator Durbin. It seems like it is pretty easy to get into this 
business. 

Ms. Ness. It is. 

Senator Durbin. And it also seems like with the number of com- 
plaints that you are receiving and the number of cops you have on 
the beat that it is pretty tough to get caught. 

Ms. Ness. Where there is a lot of consumer complaints we do in- 
vestigate. I think one of the witnesses earlier today was astounded 
how we did in fact respond and try to put together the information 
and to resolve that complaint. Where we see a rush of complaints 
or if we have information from a carrier, we will try to investigate. 
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But you are correct, we have not applied as many resources as I 
would like to see to solving the problem. 

Senator Durbin. When my too good to be true long distance car- 
rier files a tariff, do I pay anything to the FCC? Is there a filing 
fee? 

Ms. Ness. Yes, I am fairly certain that there is. Again, I am 
nervous about giving you misinformation. ^ 

Senator Durbin. You are under oath. 

Ms. Ness. I know. 

Senator Durbin. Be careful. 

Ms. Ness. But I believe that with every tariff that there is a fil- 
ing fee. For just about everything that the FCC does there is a fil- 
ing fee. 

Senator Durbin. I am just curious as to whether or not this 
could be characterized as a user fee that might give use of addi- 
tional resources for enforcement so that you could hire more people 
to do investigations and enforcement. 

Ms. Ness. I think the issue is less with dollars than with bodies; 
being able to deploy the bodies. But it certainly is something worth 
playing around with.i I am delighted to take these ideas back, 
trust me. I think it is great. 

Senator Durbin. So you follow what actions are taken by the 
State utility commissions, public utilities commissions, against 
these companies? 

Ms. Ness. We have discussions with our counterparts in the 
States about what they are doing and try to exchange information. 
It is informal, there is not a real formal process in which we are 
engaged. But right now, for example, the National Association of 
Regulatory Utility Commissioners has done surveys. It instituted a 
survey to find out from its membership how many complaints have 
been filed and what the resolutions of the complaints are. We will 
try to exchange that information. ^ 

Senator Durbin. I am not a cyberspace cadet nor do I profess to 
be adept at all of the new changes in the Internet and the like, but 
when I hear that kind of response I am surprised. The Federal 
Communications Commission, it suggests to me from your testi- 
mony, has not established a line of communications with public 
utilities commissions 

Ms. Ness. Oh, no, sorry if that was the impression that you have. 
Oh, we absolutely do. We talk regularly with our colleagues in 
States. We are working with what they have done — NARUC has 
done a survey, our staffs work very closely with their staff. The 
conversations go on regularly. What I was perhaps suggesting in- 
correctly is that there is no formal — there is no rule making that 
says we need to do X, Y, and Z. It just goes on. 

Senator Durbin. Does not it strike you, though, as something 
very basic that there would be an exchange of information? 

Ms. Ness. There is. 

Senator Durbin. And formal. 

Ms. Ness. Sure. 

Senator Durbin. So that any action taken against a long dis- 
tance carrier in Florida against Minimum Rate Pricing, Illinois, 
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Texas, is shared with the FCC and with the RBOCs so that the re- 
gional carriers understand that out of the people who are 

Ms. Ness. Let me double-check to see what routinely we do.^ I 
know every single State public utility commission receives all of 
our press releases and all of the information that we make avail- 
able certainly to the public. So a lot of that information is routinely 
out there and the States have a routine way of receiving that infor- 
mation. But I would not be surprised if it goes deeper than that. 
Certainly in a number of States where we are doing an investiga- 
tion we try to bring in the local PUC. Again, I cannot tell you how 
formal that is. I do know of a couple of instances where that is in 
fact taking place. 

Senator Durbin. How many long distance carriers nationwide 
have filed tariffs with the FCC? 

Ms. Ness. I think we have about 500 carriers or at least in order 
of magnitude, about 500 carriers. ^ 

Senator Durbin. Roughly 500 carriers. How long does an inves- 
tigation take? I am sure they vary in length. 

Ms. Ness. Varies in length. 

Senator Durbin. Give me an idea. 

Ms. Ness. Depends on the amount of information that is avail- 
able. Usually it is done with a call coming in. The caller gives the 
information to the FCC. If it is an informal complaint, the FCC 
staffer will ask them to put it in writing in the form of a letter. 
That letter is received; the carriers are notified; the local exchange 
carrier is notified to get information from those parties and then 
an effort is made to resolve the complaint informally. Again, since 
you are asking for very specific information and it is not my 
area 

Senator Durbin. I do not mean to put you on the spot. If you 
could just give me a general range. 

Ms. Ness. My guess is it probably takes a week or two to get 
that piece of it resolved. If it is a more involved case it then goes 
over to formal enforcement, that is a separate group of people with- 
in the same division who then begin more formal proceedings. 

Senator Durbin. So there are 70 people who are in that regular 
enforcement division. 

Ms. Ness. Correct, give or take. 

Senator Durbin. Can you give me an idea — ^you said some of 
them were fined $40,000 up to over a million, potentially up to over 
a million. How long do these procedures take to be investigated and 
come to resolution? A year, 2 years? 

Ms. Ness. They can take anywhere from a few months to 2 
years. 

Senator Durbin. Well, it just strikes me that we have so 
much 

Ms. Ness. Part of that issue, when we put out a notice of carrier 
liability, they have a certain amount of time to respond, and there 
are procedural requirements. 

Senator Durbin. I know, it is the lawyers. But it just strikes me 
if we are dealing with 70 people at the FCC reviewing 500 long dis- 
tance carriers and you are receiving 20,000 complaints a year now 
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of slamming, you do not have a prayer. There is no way you can 
keep up with this. 

Ms. Ness. That is why we have to leverage it by publicizing in 
a major way where we have taken very strong action against a par- 
ticular carrier. And as I say, this is a process right now that is on- 
going. I wish I could have come with the specifics, but it is not 
ready for prime time. 

Senator Durbin. I’ll just conclude by saying I think that is part 
of it, too. I think consumer information is part of it, coordination 
with the State attorneys general and public utility commissions, 
that is part of it as well. But as you said, we are just starting to 
walk into an area of greatly expanding business opportunities 
when it comes down to local carriers and the competition that is 
bound to ensue there and the problems that are likely to follow. As 
people try to use the same model of fraud and exploitation, there 
will be bad actors out there and consumers will suffer. So I hope 
that we can start thinking about this in different terms. We de- 
regulated so let us go for competition. We know competition is good 
for consumers but we also know 

Ms. Ness. But it has got a dark side. 

Senator Durbin. It has a dark side and we have talked about it 
for awhile here, and I hope we can focus on coming up with some 
legislative responses that target consumers as well as government 
agencies to help bring some protection. Thank you. Madam Chair- 
man. 

Senator Collins. Thank you. Senator Durbin. 

Commissioner Ness, we have experienced an explosion of slam- 
ming. It is hurting small businesses; it is hurting families; it is 
hurting senior citizens; it is hurting consumers across the United 
States. And I am left with one of two conclusions, and I would like 
you to tell me which one is right. Either the FCC has sufficient au- 
thority to fight slamming and simply hasn’t been aggressive 
enough in using the tools that are available, or the FCC needs new 
authority and additional legal tools to fight slamming, because oth- 
erwise we would not be seeing this very disturbing trend. So which 
is it? Is it that there is not an aggressive enough enforcement ap- 
proach at the FCC, or do you need new tools? 

Ms. Ness. I think that no matter — even if I said yes to both, I 
think we would still see a rise in the number of slamming com- 
plaints, largely because I think consumers are finding out about it 
and now better understand what’s going on, because there’s never 
going to be a way of completely eliminating disreputable tele- 
marketers. If it is easy to get into long distance it is far easier to 
get into telemarketing, and, I agree with you, we need to provide 
and ensure that the resources are applied in the best, most effi- 
cient way possible to get at the problem. We are trying to do that; 
obviously we can always do more. And I hope that we do do more. 
I think that the rules that we are about to promulgate will go a 
long way to resolve some of those problems. But they won’t address 
them all. I think some of the suggestions that have been raised 
here today for legislation are very good ones, and I think that those 
will be complementary to the efforts that the Commission has al- 
ready undertaken. 
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Do we need additional tools? I think that, again, there may be 
some specific aspects that would be helpful, but let — I am inclined 
to say we have enough right now to be able to make a big dent in 
it. It won’t solve the whole problem, but I do think the suggestions 
to provide for the State attorneys general for class action suits, we 
do not do class action suits, those kinds of things are particularly 
helpful and will also complement our efforts to get at the heart of 
the problem. I — that is hedging a little bit on answering your ques- 
tion, but I think it is a little bit of an answer “yes” to both.^ 

Senator Collins. Thank you. Commissioner. I very much appre- 
ciate your traveling from Washington to be with us today. I know 
that this is an issue that Senator Durbin and I are going to pursue, 
and I hope that you and other commissioners and the staff will 
work with us to find a real and effective solution to this growing 
problem. 

Ms. Ness. I certainly see this as a partnership in working to re- 
solve the problem. It is a growing one, it is one of great concern, 
and we are going to do everything in our power to make it work. 

Senator Collins. Thank you very much for your testimony. 

Ms. Ness. Thank you very much. 

Senator Collins. We are now going to turn to a brief period for 
public comment. We have about 10 or 15 minutes. What I will ask 
if you do have an experience you would like to share with the Sub- 
committee, I do not know whether there are people who want to 
do it through testifying today or just submitting a statement, but 
I do want to provide this opportunity. 

You can come up to the mike that has been set up in the front. 
I would ask that you state your name and where you are from, so 
that the court reporter can get your name down. I would also ask 
if you are representing a specific organization that you identify 
that organization. If you are just representing yourself, that is 
great, too. Just let us know. 

Ms. Griffith. My name is Deborah Griffith. I am from Inte- 
grated Communication Systems. We are a small interconnect up in 
Auburn servicing small business to medium-size businesses in 
Maine and New Hampshire. 

A lot of the items that were discussed here were items that I 
brought with me to discuss. One of the things that you were ask- 
ing, Senator Collins, was how can you come up with a time or a 
price tag for what this is costing. As an interconnect I deal with 
probably 8 hours a week on slamming for my customers. 

Everything is so complex these days. They do not know where to 
turn, so they turn to their telephone providers. And sometimes 
they will call Bell Atlantic, a lot of times our customers call us for 
anything, and then I interface with Bell Atlantic to get it changed, 
with their long distance carrier to get things changed, and I spend 
about 8 hours a week on that. Several other people in the office 
will also spend an hour or two, but I do the majority of it. Bell At- 
lantic has to spend time, the long distance carrier has to spend 
time to get this, so there is an enormous cost. Now, Bell Atlantic 
is absorbing it, I know a lot of the long distance carriers, the larger 
ones are absorbing it. As a small interconnect we can’t afford that 
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kind of cost, so that is a cost that we have to pass on to our cus- 
tomers in order for us to be able to stay in business. 

Another item that we have a lot of trouble at our office physically 
with one large carrier trying to slam our office lines on a weekly 
basis. And one of the things that we did was put in caller ID to 
try to find out who was doing it so that we could give the FCC 
some information as to who was making these calls. The tele- 
marketers that are doing this calling and even a lot of the phone 
companies, such as Bell Atlantic, do not have their lines ID’d. The 
lines come up with unknown. So there is no way to trace back. 
When I send my letter to the FCC complaining about what’s going 
on, then I have no way to say it was this phone number or this 
company, because as soon as you ask for a manager, they will hang 
up on you. 

I send letters about every week to the FCC complaining about 
somebody trying to slam our office or a customer being slammed, 
and the resolution — the most I have gotten out of the FCC was a 
letter saying this is what you can do to prevent slamming, and so 
I do not see any resolution from them on the items. Now, I do not 
really expect any because I am one small person and this is a 
major problem across the country. But it is — for the interconnects, 
and I am sure we are not the only ones that are doing it, it is a 
major cost that we have to pass on to the customers. The customers 
may have a $100, $200, or $300 bill for us to get this resolved for 
them, and that does not have anything to do with the charges that 
come up on their phone bill because these are separate charges 
that come to us. 

Senator Collins. I thank you very much for providing the Sub- 
committee with your perspective. 

Mr. Davidson. Good afternoon, my name is Derek Davidson. I 
am the Assistant Director of the Consumer Division with the 
Maine Public Utilities Commission. 

I would just like to clarify a couple points I think people need 
to be aware of, that, as Dan Breton had mentioned earlier, as of 
September of 1997 customers in Maine can now choose their in- 
state toll provider as well as their interstate toll provider. Now, 
the Maine Commission recognized that with people being allowed 
to choose now for their in-State toll service, we anticipated prob- 
lems with slamming with the in-State tolls that were currently 
seen with the interstate tolls. So to address that the Commission 
has drafted some legislation which Dan also mentioned, LD2903, 
and I would just like to mention some highlights of that legislation 
that we are hoping will go through smoothly. 

One, the customer who is slammed will owe no moneys to the 
slamming company. The slamming company will be responsible for 
all fees to the — that were incurred in initiating the switch as well 
as to return the customer to their original carrier. We will have au- 
thority to levy fines against slamming companies on a per incident 
basis. And there is also going to be an affirmative choice that com- 
panies are going to have to go through in order to verify their cus- 
tomer has indeed decided to switch their phone service. 

We also have a complaint process to address the in-State slam- 
ming problems. In-State slamming for the in-State toll service is 
within the jurisdiction of the Maine Public Utilities Commission, 



49 


and people who are slammed for their in-State toll service can call 
the Maine Public Utilities Commission, we have an 800 number, 
that’s 800-452-4699. And what we will do is we will assist them 
in taking care of the charges and ensure that their complaint is 
handled appropriately. We will also help people who are slammed 
for the interstate service. What we will do with them is we will 
give them some guidance on how they can — what they need to do 
to address the problem. We will connect them with the FCC and 
assist them in any other way that we can. 

I did bring some materials on in-State and interstate slamming, 
and it is on the table out front. 

Senator Collins. Thank you very much, Mr. Davidson. I would 
also ask that you provide to the Subcommittee a copy of the legisla- 
tion that you have drafted for consideration by the State legislature 
because that may be useful for us on the Federal level as well. 

Mr. Davidson. Sure, I have one with me.^ 

Senator Collins. Excuse me. Senator Durbin has a question for 
you also. 

Senator Durbin. I asked earlier when the FCC Commissioner 
was before us, do you know in Maine whether the Public Utility 
Commission, when a company comes in and asks for authority to 
do business in the State, a long distance carrier or local carrier, 
routinely ask for any kind of background check as to problems that 
company might have had in another State? 

Mr. Davidson. What we do is we have a certification process for 
companies that are going to provide in-State toll service. And 
what — as part of that certification process I am not sure the extent 
of a background check we go through, but we make sure that they 
are a corporation that is under good standing with the State. And 
there is a checklist process that we go through that we require 
them to file tariffs with us, we review those tariffs to make sure 
they are in compliance with our rules and regulations. As far as 
the extent of a background check, I am not sure. 

Senator Durbin. It just seems to me that some of these bad ac- 
tors are moving around the country, and if we are going to discover 
wrongdoing by the same company in Florida it may be a red flag 
in Maine or Illinois as to whether or not we want them to do busi- 
ness. 

Mr. Davidson. Well, one thing that we do do is we recently went 
to a new computer system so that we could more adequately and 
appropriately attract consumer complaints. And what we are doing 
is we are trying to get an idea of the companies that are out there 
performing business, what are the good actors, what are the bad 
actors, so that we can when we are reviewing tariffs provide extra 
scrutiny on the companies that we are having problems with. 

Senator Durbin. Thanks. 

Senator Collins. Thank you very much. 

Mr. Davidson. Thank you. 

Senator Collins. Good afternoon. 

Mr. Eisenhart. Good afternoon. Senator, thank you. My name is 
Patrick Eisenhart. I am the owner of the OP Center, which is a 
small business that operates out of the Small House, Joseph Small 
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House, over in the historic district. And our goal in life is to keep 
phone bills small for a lot of small businesses. 

I have a packet of information that I would like to leave with 
you. It covers a lot of areas, topics I would like to talk about. ^ 

Very quickly, when you talk about these guys that are slamming, 
who’s slamming, who’s not slamming, oftentimes people equate 
that to mean resellers. And I am an agent for a number of reseller 
companies, and our goal is basically to get the lowest rates, par- 
ticularly in the State, for Maine businesses. 

There is no State in the union that has higher in-State rates 
than Maine. Companies — since the Telecommunications Act of 
1996, long distance carriers have been moving out of the in-State 
business as opposed to moving into it. That has been my experi- 
ence. For example, one company. Connect America, which a year 
ago — as early as 3 months ago, was charging 13.9 cents in-State 
rates, now has had to raise its rates to 38 cents a minute. 

Slamming, as far as active slamming, AT&T is in the hall of 
shame of the Telecom Digest, which is a neutral newspaper that 
you get on the Internet, it’s www.digest.com, cites AT&T as having 
numerous incidents of slamming, were fined the $80,000 by FCC. 
$80,000 to AT&T I would suggest is very little money, and what 
happens with most of the businesses that get slammed, they do not 
want to deal with it, they are too busy, they just go ahead and pay 
it. So when we are talking about slamming I think we have to put 
it within a context there are a number of companies; it is not just 
the reseller companies. 

My problem, as an agent for trying to get my customers the least 
cost telephone service, is with, basically. Bell Atlantic. I have in the 
packet the phone bills, the telephone numbers of some 12 different 
companies that one column shows that they were provisioned by 
AT&T in April — I am sorry, by Bell Atlantic, in other words, got 
up on their long distance service by Bell Atlantic in April, charged 
the $5, and then 2 months later they were slammed by Bell Atlan- 
tic and by the companies that they bill for. So these are actually — 
actual phone records and telephone numbers to suggest that is 
happening. 

I think the way my recommendation to deal with the problem is 
not have the FCC add on more staff, have the Federal Government 
do all kinds of prosecution of 500 different phone companies. I 
think rather the focus should be on the regional carriers. They are 
in a conflict of interest situation with long distance carriers for 
both in-State and soon to be out-of-State. 

There is a procedure in place, and the procedure that we take is 
as follows. When we have a customer change their service they 
write — they sign a letter of agency. That outlines — gives the carrier 
permission to provide that service, it has the signature of the cus- 
tomer, it has the signature of the agent that is signing that. That — 
if that were required to be faxed in to Bell Atlantic, Bell Atlantic 
had that on record, then any time anybody said, hey — and then a 
confirmation coming back saying we have made that switch, I 
think that would do it, if FCC would enforce that policy. The same 
thing with 800 lines, the standard right now is a resporg form. 
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which is a responsible organization form. That is a written docu- 
ment signed by the customer, by the carrier, gets faxed to the ap- 
propriate carrier, comes back again. The last part of this 

Senator Collins. I am going to have to ask you to wrap up your 
comments. 

Mr. Eisenhart. I just wanted to leave you with that recom- 
mendation. That procedure is in place, and if we enforce that at the 
regional level I think the slamming would stop. The last part of it 
is is that if someone does get slammed, and my recommendation 
to my customers has worked very effectively, if they do get 
slammed do not pay it and require that long distance carrier come 
back and say, let me see your letter of agency or let me see your 
responsible organization form. Thank you. 

Senator Collins. Thank you very much for your testimony. Good 
afternoon. 

Ms. Sayre. My name is Robin Sayre, and I am actually a public 
relations manager for AT&T. 

I wanted first of all to say of course that AT&T takes slamming 
very seriously. In fact, I think we were the first company to bring 
this to the attention of the FCC back in 1990. We do exit inter- 
views with our customers to find out why they are changing their 
long distance service, and that is how we found out a lot of people 
who were leaving us did not know they were leaving us. And we 
have always complied with FCC rules on slamming. We have taken 
very aggressive steps to educate consumers about the problem. We 
have sponsored public service announcements in various languages, 
distributed pamphlets, and we take this very strongly. 

The main reason I wanted to get up to speak today was to let 
you know that we have actually sent a letter to our resellers, in- 
cluding Business Discount Plan, to let them know that we are ask- 
ing them to take steps to ensure that they are in compliance with 
Federal and State rules and policies regarding carrier changes, as 
a condition of AT&T continuing to process their carrier change re- 
quests. ^ As you may know, as a common carrier we have the obli- 
gation to provide phone service to all resellers who come to us ask- 
ing for service, but we have taken this extra step of sending out 
this letter to make sure that they do conform to the procedures 
that are required, to make sure that we are not inadvertently help- 
ing them slam people. So I just wanted to bring that to your atten- 
tion. I would be happy to share a copy if you would like, or I know 
AT&T was going to submit comments. 

Senator Collins. Right, thank you very much. I just wanted to 
for the record say that prior to the hearing we did ask AT&T to 
submit a written statement. That has not been submitted to us yet, 
but we do expect to receive it. 

I also want to let the long distance carriers who are here know 
that in addition to their written statements we will be holding fur- 
ther hearings on the slamming problem, and there will be more of 
an opportunity at those hearings as well. 

I do want to thank everybody for appearing today. The testimony 
that we have heard has made it clear that much more needs to be 
done to control slamming. Existing enforcement efforts are obvi- 
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ously inadequate to stem the growing tide of slamming. In Maine, 
for example, we have heard that slamming complaints to Bell At- 
lantic have increased by over a hundred percent over the past year, 
and that is completely unacceptable. I believe that the FCC must 
step up its enforcement efforts to fight slamming and to make sure 
that existing laws and regulations are followed. 

Consumers deserve this protection. It is outrageous and com- 
pletely unacceptable that a consumer’s choice of long distance car- 
rier can be reversed without the consumer’s permission. The FCC 
cannot treat slamming as an administrative or a technical problem 
that can be solved by polite warnings to long distance carriers. To 
me intentional slamming is like stealing, and that certainly seems 
to be the opinion of many of the consumers whom we have heard 
from today. 

In addition, I want to pledge to work with my colleagues in the 
Senate, especially Senator Durbin, who’s been such a leader in this 
area. We want to make sure that the current legal remedies are 
adequate and that the penalties for slamming provide an adequate 
deterrent. It is evident that today they do not. 

On behalf of myself and the people of Maine, I want to again 
thank Senator Durbin for coming to Maine for this hearing. He has 
been a leader on this issue, and I look forward to continuing to 
work with him. I also want to thank his judiciary staff member for 
being here and for his work on this issue. I want to thank my own 
staff who’s worked very hard in putting this hearing together, Kirk 
Walder, John Neumann, Tim Shea, Lindsey Ledwin of the Sub- 
committee staff, Steve Abbott and Felicia Knight of my personal of- 
fice, as well as the staff of my Portland office. They all worked very 
hard and are continuing to help Maine consumers understand their 
rights. 

And finally we appreciate the hospitality of our host today, the 
City of Portland. Senator Durbin and I were commenting what a 
very nice city chamber this is. We very much appreciate their hos- 
pitality, and I want to thank you all for coming. Thank you. This 
hearing is adjourned. 

[Whereupon, at 12:33 p.m., the Subcommittee was adjourned.] 
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The Subcommittee met, pursuant to notice, at 10:37 a.m., in 
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Gustitus (Sen. Levin); Katie Siegel (Sen. Durbin); Myla Edwards 
(Sen. Levin); and Steve Abbott (Sen. Collins). 

OPENING STATEMENT OF SENATOR COLLINS 

Senator Collins. The Subcommittee will please come to order. 
Good morning. 

Let me start with an apology for keeping people waiting. We just 
had three back-to-back votes in the Senate. We try to schedule 
hearings around the Senate schedule, but oftentimes our best ef- 
forts notwithstanding, it is a very difficult task to accomplish. 

Today, the Permanent Subcommittee on Investigations will hold 
its second hearing on the exploding problem of telephone “slam- 
ming” — that is, the unauthorized switching of a consumer’s long- 
distance service. Slamming is a pervasive and growing problem in 
Maine and throughout the country. Nationwide, the number of inci- 
dents of slamming has soared over the past few years. 

The Federal Communications Commission, the government agen- 
cy responsible for regulating the telecommunications industry, re- 
ceived a record number of slamming complaints from consumers in 
1997 — over 20,000 complaints. This is a 900-percent increase since 
1993. More troubling is the fact that in the first 3 months of this 
year, the FCC has already received nearly 20,000 complaints on its 
1-800 line. In fact, slamming is the No. 1 consumer complaint to 
the Commission. Since most consumers do not report slamming in- 
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cidents to the FCC, however, this number actually greatly under- 
estimates the extent of the real problem. 

Perhaps a more accurate picture of the extent of slamming is 
found in the National Association of State Utility Consumer Advo- 
cates’ estimate that as many as 1 million consumers each year are 
deceptively transferred to a long-distance provider not of their 
choosing. Moreover, as the statistics indicate, this problem is not 
getting better; it is getting worse. In Maine, Bell Atlantic reported 
a 100-percent increase in slamming complaints from 1996 to 1997. 

In response to numerous complaints from consumers, the Sub- 
committee last fall undertook an extensive investigation of tele- 
phone slamming. In February, I chaired a field hearing in Port- 
land, Maine, and my distinguished colleague. Senator Richard Dur- 
bin of Illinois, joined me on that very cold and wet day, and we 
heard firsthand from several consumers about their personal expe- 
riences with telephone slamming. We learned that telephone slam- 
ming disrupted the operations of small businesses, that it cost con- 
sumers time and money, and that it frustrated families throughout 
the State. 

Maine slamming victims testified that some long-distance compa- 
nies had used fraudulent or deceptive ploys to change their tele- 
phone service. Witnesses used words to describe it such as “steal- 
ing,” “criminal,” and “break-in” to describe the practices employed 
by unscrupulous telephone providers in switching unsuspecting 
consumers in order to boost their profits. 

These practices included telemarketers who use deceptive tech- 
niques to trick unsuspecting consumers into switching long-dis- 
tance carriers, as well as the so-called welcome package, mailed by 
a carrier, that actually requires consumers to return a postcard re- 
jecting the change in long-distance service which otherwise goes 
into effect. Some particularly unscrupulous long-distance providers 
simply change a customer’s carrier without any contact with the 
consumer at all. 

To assist the Subcommittee in its ongoing investigation, I re- 
quested the General Accounting Office’s Office of Special Investiga- 
tions to determine which entities are slamming consumers most 
frequently and to explore the techniques used to deceive con- 
sumers. During our hearing today, the Subcommittee will hear the 
results of the GAO’s investigation. 

Specifically, our hearing today will focus on the following issues: 
First, which entities are responsible for most of the intentional 
slamming? In this era of telecommunications deregulation, are cer- 
tain segments of the industry or certain businesses particularly 
egregious offenders? 

How does slamming occur under the existing regulatory schemes 
and telecommunications market structure? How can we achieve the 
goal of an open and vigorously competitive long-distance market 
and yet one that is also free from unfair and fraudulent activities 
like slamming? 

Third, what regulatory and legislative solutions can be used to 
halt this escalating problem? For example, should criminal pen- 
alties be imposed in cases where unscrupulous providers delib- 
erately and repeatedly slam consumers? 
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The Subcommittee’s first hearing clearly demonstrated that cur- 
rent statutory and regulatory responses have been ineffective in 
controlling slamming. One of the purposes of today’s hearing is to 
explore possible remedies to curtail this problem, including legisla- 
tive proposals that I have introduced with Senator Durbin. In that 
regard, this hearing is particularly timely since the Senate expects 
to debate anti-slamming legislation within the next month. 

There is simply no excuse for intentional slamming or the enor- 
mous number of slamming problems that are occurring each year. 
Consumers all over the country are increasingly the target of un- 
scrupulous telephone service providers who use blatantly deceptive 
marketing techniques or outright fraud in order to change the long- 
distance carrier selections of consumers. 

Victims of slamming are frustrated. They do not believe that 
they should have to spend time and energy resolving problems not 
of their own making. People rely heavily on their home and busi- 
ness telephone service. They should be able to choose their own 
long-distance service carrier without fear that that decision will be 
changed without their consent. To me, deliberate slamming is like 
stealing and it should not be tolerated. 

Finally, let me emphasize that no one is immune to this problem. 
Maine victims include senior citizens, a town manager, a school 
principal, several small businesses, and even a town office. I, too, 
have been slammed twice, despite having a PIC freeze on my own 
account. 

We will hear from two witnesses this morning. Our first witness 
is Eljay Bowron, the Assistant Comptroller General for Special In- 
vestigations for the General Accounting Office. He will testify about 
the types of entities responsible for slamming, how these entities 
go about slamming consumers, and the adequacy of existing Fed- 
eral enforcement efforts. In addition, he will present a disturbing 
case study of a long-distance service provider who employed slam- 
ming as a standard business practice. 

Our second and final witness today will be the Hon. William 
Kennard, the Chairman of the Federal Communications Commis- 
sion. He will testify about the FCC’s activities to control slamming 
and discuss what additional regulatory or legislative changes could 
be made to reduce this practice. 

We look forward very much to hearing our witnesses today and 
exploring ways to control this growing problem. 

It is now my pleasure to recognize a leader in this area. Senator 
Durbin of Illinois. 

OPENING STATEMENT OF SENATOR DURBIN 

Senator Durbin. Thank you. Senator Collins. I want to thank 
you for calling this hearing on the important topic of telephone 
slamming. 

As Senator Collins mentioned, we had a field hearing in Port- 
land, Maine. I thought Chicago was a windy city until I visited 
Portland, Maine, where we had a horizontal rain storm which I 
still recall. 

On May 10, millions of Americans are going to pick up their 
phone to call Mom. But they may get a surprise when they get the 
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bill for the call. Thousands of people calling to wish their mother 
a Happy Mother’s Day will have been slammed. 

My interest in slamming started last year when a constituent, a 
small business owner in Chicago who had been slammed came and 
told me her story. She had little or no power to rectify the situation 
or to seek redress for her injuries. But that was only the beginning 
of the story. I traveled around the State of Illinois and found that 
hers was not an unusual case. Many people had suffered this same 
type of slamming where your long-distance carrier is changed with- 
out your permission. 

And what can you do about it? For most of these people, my an- 
swer was: Almost nothing. But with the Chairwoman’s help, we 
have come a long way toward finding a sensible solution. Slamming 
is a serious problem that has to be stopped. It is not just an incon- 
venience or a nuisance. It is stealing. It is an act of fraud. It costs 
long-distance telephone consumers millions of dollars every year. 
Imagine, you have signed up with a long-distance carrier. You 
think it is in the best interest of your family or business. And then 
you discover with next month’s bill somebody has changed your 
carrier. Your charges are higher. 

Well, if they had done the same thing to you with your mortgage, 
you would be headed to the courtroom, to think that somebody 
could change your bank on your home mortgage. But in this case, 
they are changing your long-distance provider without your permis- 
sion, and you are the loser. 

The GAO report we received today details many individual inci- 
dents and serious gaps in our regulatory scheme. And as the Chair- 
woman said, it is the No. 1 source of complaints at the FCC. 

In my home State of Illinois, slamming was the No. 1 source of 
consumer complaints at the attorney general’s office in 1995 and 
No. 2 in 1996. That is only the tip of the iceberg. 

In the Los Angeles Times, there are reports that more than a mil- 
lion telephone consumers have been slammed in the last 2 years. 
But the Los Angeles Times’ estimate may be far too conservative. 
As Bob Spangler, Acting Chief of the Enforcement Division of the 
Common Carrier Bureau, testified last November, as many as 1.5 
to 2 million customers were slammed in America last year. One 
survey of Chicago, Detroit, and Milwaukee found 30 percent of the 
adults saying that they had been slammed or someone they knew 
had been slammed. 

Slamming was most egregious in Chicago where 36 percent of 
adults said they were slammed. Moreover, slammers appear to be 
targeting people of color: 39 percent of African Americans, 42 per- 
cent of Latinos, as compared to 28 percent of whites. 

The GAO report we will hear about today is frightening. It tells 
a disturbing new kind of American success story by these 
slammers. They bamboozle the government into giving them a li- 
cense. They slam thousands of people, and they make millions of 
dollars and then flee from justice. 

Senator Collins and I have introduced the Telephone Slamming 
Prevention Act to stop this slamming and empower consumers. The 
bill takes important steps to accomplish this, taking part of the fi- 
nancial incentive away from slammers, increasing civil penalties. 
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creating criminal penalties, and requiring telecommunications car- 
riers to report slamming complaints to the FCC. 

Slamming has already caused telephone consumers to become 
angry and disillusioned with the entire telecommunications indus- 
try. These people have voiced their concerns to local telephone com- 
panies, to State regulatory bodies, and to the FCC. But they still 
feel like their complaints have not been heard. My hope is that our 
Telephone Slamming Prevention Act and this hearing will help us 
produce a solution. 

I might say at the outset that I join in Senator Collins’ apology 
for our being late, and I also want to apologize in advance for hav- 
ing to leave from time to time. I have a markup in the Judiciary 
Committee at the same time as this hearing, so I will try to cover 
both as best I can. But, Madam Chairwoman, thank you for hold- 
ing this hearing, and I look forward to hearing from the witnesses. 

Senator Collins. Thank you. 

As you can imagine, there has been considerable interest in this 
issue. Without objection, the hearing record will remain open for 30 
days so that additional materials, including all exhibits, can be 
submitted to the hearing record. 

Prior to the hearing, I sent letters to several of the major long- 
distance companies and three telephone resellers associations invit- 
ing them to provide written statements on the slamming problem. 
Most of them have done so. We have received statements from 
Sprint, AT&T, MCI, CompTel, the America’s Carriers Tele- 
communications Association, the Telecommunications Resellers As- 
sociation. We have yet to receive a response from Frontier Commu- 
nications. 

Without objection, all of these statements will be included in the 
printed hearing record as exhibits. ^ 

I would now like to invite our first witness to come forward. Our 
first witness this morning is Eljay Bowron, the Assistant Comp- 
troller General for Special Investigations of the U.S. General Ac- 
counting Office. We look forward to hearing the results of the 
GAO’s 4-month investigation of slamming. 

Prior to joining the GAO, Mr. Bowron served this country with 
distinction as Director of the U.S. Secret Service. He comes to us 
today with 24 years of law enforcement experience. Pursuant to 
Rule VI, all witnesses who testify before the Subcommittee are re- 
quired to be sworn, so I would ask that you stand and raise your 
right hand. 

Do you swear that the testimony you are about to give to the 
Committee will be the truth, the whole truth, and nothing but the 
truth, so help you, God? 

Mr. Bowron. I do. 

Senator Collins. Thank you. Please be seated. 

Your entire written testimony will be made part of the record, 
and I would ask that you limit your oral presentation to about 15 
minutes so that we have ample time for questions. Thank you. 


iSee Exhibits 43-48 of the April 23, 1998 hearing in the Appendix on pages 297-324. 
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TESTIMONY OF ELJAY B. BOWRON,i ASSISTANT COMP- 
TROLLER GENERAL FOR SPECIAL INVESTIGATIONS, OFFICE 

OF SPECIAL INVESTIGATIONS, U.S. GENERAL ACCOUNTING 

OFFICE; ACCOMPANIED BY RONALD MALFI, FINANCIAL AND 

GENERAL INVESTIGATIONS ASSISTANT DIRECTOR 

Mr. Bowron. Thank you, Madam Chairman, and Senator Dur- 
bin, for inviting us here today to testify about the results of our in- 
vestigation into slamming. As you mentioned, it is about tele- 
communications fraud and abuse. 

Before I summarize our investigation, I would like to introduce 
our Assistant Director for Financial and General Investigations, 
Ron Malfi. He supervised this investigation. 

As we have reported, slamming is the unauthorized switching of 
a consumer from the long-distance provider of choice to another 
provider. Although all three types of long-distance providers — facil- 
ity-based carriers, switching resellers, and switchless resellers — 
have some incentives to engage in slamming, switchless resellers 
are by far the most culpable. 

I would like to provide a definition of these three types to help 
explain why each has at least a monetary incentive to slam. 

Facility-based carriers, carriers such as AT&T, Sprint, and MCI, 
have invested considerably in the physical equipment such as hard 
lines and computerized switching equipment necessary to accept 
long-distance calls and forward them to their destination. Because 
the carriers already have that equipment, it costs them little to 
provide service to additional customers, whether they are slammed 
or not, who increase the carriers’ profits. 

Switching resellers lease capacity on a facility-based carrier’s 
long-distance lines at a discounted price and resell the long-dis- 
tance services to customers at a profit. These resellers have one or 
more switching stations, so they do have an investment in their 
companies. Again, though, additional customers, whether they are 
a result of slamming or not, increase their profits. 

Switchless resellers also lease line capacity and resell it at a 
profit. However, they have no equipment and little or no financial 
investment in their company. So of the three provider types, they 
have the most to gain and the least to lose by slamming customers. 

Intentional slamming is accomplished through deceptive prac- 
tices. This includes misleading consumers into signing a written 
authorization — known as letters of agency or letters of authoriza- 
tion, referred to as LOAs — forging LOAs, or even pulling numbers 
from a telephone book and submitting them to a local telephone 
company for change. 

Although the Federal Communications Commission received only 
about 20,000 slamming complaints in 1997, intentional slamming 
is not an occasional occurrence. For example, Daniel Fletcher, the 
owner/operator of the companies discussed in our case study, ap- 
parently attempted to slam about 544,000 customers in one effort. 
However, the FCC, State regulatory agencies, and the industry 
each rely on the others to be the main force in the fight against 
slamming. 


^The prepared statement of Mr. Bowron appears in the Appendix on page 119. 
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Of these efforts, those by some States are the most extensive. 
The FCC really has no front-end controls to ensure that long-dis- 
tance provider applicants have a reasonable level of integrity or 
record of ethical business practices. 

To illustrate, long-distance providers are required to file a tariff, 
or a schedule of services, rates, and charges, with the FCC before 
doing business. States and the industry rely on that tariff as a key 
credential for a provider. But in its filing procedure, the FCC really 
just accepts the filing and does not review the information sub- 
mitted and filed with the tariff. 

To test the FCC’s oversight of the filing procedure, we easily filed 
a tariff using fictitious information, didn’t really provide the appli- 
cation that is required, and didn’t pay the $600 filing fee. Our ficti- 
tious switchless reseller, which we named PSI Communications, 
could now slam consumers with little chance of adverse con- 
sequences. In short, the FCC’s tariff-filing procedure isn’t a deter- 
rent to a determined slammer and provides no assurance to States, 
to the industry, or to the public concerning a long-distance pro- 
vider’s legitimacy. In fact, despite your experience. Madam Chair- 
man, the most effective anti-slamming measure appears to be one 
that consumers can take themselves: Contacting their local ex- 
change carrier and freezing their long-distance provider, or primary 
interexchange carrier, commonly known as a PIC. And this has be- 
come known as a PIC freeze. 

A PIC freeze likely helped some consumers avoid being slammed 
by Mr. Fletcher’s eight known switchless resellers. The owner/oper- 
ator of our case study companies apparently entered business in 
1993 and continued into 1996. Through each company, he appar- 
ently slammed or attempted to slam many thousands of consumers, 
including, as I mentioned, 544,000 in one attempt. Business 
records, although incomplete, indicate that between 1993 and 1996, 
Fletcher companies billed their customers over $20 million and left 
at least $3.8 million in unpaid bills to some of the firms that they 
dealt with. Another firm has a $10 million judgment against one 
Fletcher company. 

Some State regulatory agencies and the FCC have taken action 
against one or more Fletcher companies. Generally, the States have 
taken the stronger action. For example, in 1997, Florida canceled 
the right of one Fletcher company to do business and fined it 
$860,000 for slamming. 

The FCC, in June 1997, issued a show-cause order regarding Mr. 
Fletcher and his eight companies. However, as of the writing of our 
report, it had not finalized its order. I understand now, though, 
subsequent to our briefing of the FCC on our findings, that in the 
last few days finalized that order and taken action with respect to 
the Fletcher-owned companies. 

Although it appears that all eight Fletcher companies were out 
of business by the end of 1996, we identified several instances of 
his continued involvement in the industry. But because Mr. Fletch- 
er knowingly used false information to conceal his identity and 
whereabouts, he has not been located. 

Madam Chairman, that concludes my summary, and I would 
submit my full statement for the record. We would be pleased to 
answer any questions that you or Senator Durbin may have. 
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Senator Collins. Thank you very much. 

Let me start by directing your attention to the bar graph that 
is before you that shows the number of slamming complaints to the 
FCC since 1993. As I mentioned in my opening statement, there 
has been an enormous explosion in complaints, yet we know that 
this actually greatly underestimates the amount of slamming that 
is actually occurring. 

Based on your investigation, what would you cite as the major 
causes for this explosion in slamming? 

Mr. Bowron. Well, there is an emphasis certainly on increasing 
competition in the industry, and that has not been accompanied by 
an increase in any kind of effort to protect consumers. We are in 
an environment of competition, but really relying on a system that 
isn’t geared toward enforcement in that competitive environment. 
It might have been more effective in a monopoly environment, but 
under the current environment it isn’t effective. 

Senator Collins. You mentioned in your written testimony and 
in your report that the FCC issues a scorecard of slamming com- 
plaints. Could you explain a bit about that scorecard and whether 
you think it accurately describes the slamming complaints, particu- 
larly with regard to resellers, which you have identified as the seg- 
ment of the industry most likely to engage in intentional slam- 
ming? 

Mr. Bowron. The FCC scorecard provides a ratio of slamming 
complaints to dollars in revenue. It understates the slamming prob- 
lem in that resellers are only required to report revenues of $109 
million or more. For those resellers that don’t report those reve- 
nues — and most of them don’t or a large number of them don’t — 
the $109 million in revenue is assumed in absence of the informa- 
tion. So that throws off the ratio of complaints versus dollars and 
revenue, because the revenue is actually much lower and their 
complaints are higher in that ratio. 

Senator Collins. So for the smaller resellers, it actually may un- 
derstate the amount of complaints; is that correct? 

Mr. Bowron. That is correct. 

Senator Collins. You talked in your testimony that slamming is 
profitable for a lot of long-distance companies. Could you explain 
to us what the incentive is, what the profit incentive is for the var- 
ious segments of the industry? One of my concerns is that slam- 
ming clearly pays, that the financial incentives are very strong, the 
fines are often treated just as a cost of doing business. 

Could you explain to us the segments of the industry and what 
the incentive is to slam customers? 

Mr. Bowron. The incentive for the primary components of the 
industry — the facility-based carriers and the switching resellers — 
are the same in that they have fixed costs associated with their 
businesses and with their equipment, and the cost of carrying addi- 
tional customers on their equipment doesn’t significantly increase 
their overhead, so more customers provide them with more dollars 
without really increasing their costs dramatically. 

Switchless resellers have no investment, so it is a simple matter 
of the greater the customer base they are able to develop and 
switch, the more profit; that is, more dollars in their pockets. 
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Senator Collins. A customer who is slammed still pays the un- 
authorized carrier for the calls. It may be at the rates of the origi- 
nal carrier, but doesn’t the money from the consumer go to the 
company that deceptively switched the consumer in the first place? 

Mr. Bowron. That is clearly a problem. There is an economic in- 
centive in that even if it is identified, complained about, and action 
is taken, the slamming company still receives the money, at least 
at the rate that would have been paid to the customer’s preferred 
carrier. 

Senator Collins. I think that is a major problem because that 
is one reason that slamming pays. Senator Durbin and I have in- 
troduced legislation that would change the system so that con- 
sumers could pay their original carrier rather than the carrier that 
slammed them. 

Do you think that that would help reduce the financial incentives 
to slam consumers? 

Mr. Bowron. Yes, I do. 

Senator Collins. I would now like to turn to the licensing proc- 
ess that you talked about. First, it would be helpful to the Sub- 
committee if you outlined what the FCC’s requirements are for be- 
coming a long-distance telephone carrier. 

Mr. Bowron. The FCC’s requirements are that you provide cer- 
tain information about the kind of business you will be doing and 
the rates and charges that will be involved; and that you file a tar- 
iff with the FCC, provide it with an application, and pay a $600 
application fee. Those are the requirements for someone to be rec- 
ognized with a tariff through the FCC. 

Senator Collins. Is there any kind of review by the FCC of the 
applications that are filed or the tariff that is filed? 

Mr. Bowron. It appears from our experience and investigation 
that any review would be after complaints were filed, that there 
isn’t a review in advance that would prevent someone from getting 
a tariff. 

Senator Collins. So do you think that the requirements and the 
current process are sufficient to prevent someone whose sole pur- 
pose for becoming a provider is to slam people, to prevent that kind 
of fraudulent individual from entering the market? 

Mr. Bowron. No. I believe that whether you are talking about 
telecommunications fraud or any other kind of fraud, when you are 
trying to chase fraud after it has occurred, it is a labor-intensive, 
resource-intensive battle that is very difficult to make. So the more 
you can do to implement some up-front controls to deter or mini- 
mize unscrupulous people from coming into the business, that is a 
positive step. 

Senator Collins. I would like to have charts brought up on your 
own application for an FCC license when you went to the FCC and 
established the company, PSI Communications. I am not sure 
whether to thank you for naming it after the Subcommittee or to 
look forward to a cease and desist order from the FCC. 

Now, according to your report, you used a fictitious name, a 
phony telephone number that you took simply off the FCC’s sample 
application form and put it on your form, your license application. 
Also, as I understand it, instead of submitting the tariff informa- 
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tion, the rates, and the services, you just submitted a blank com- 
puter disk. Is that accurate? 

Mr. Bowron. Yes. 

Senator Collins. Did you pay the $600 fee? 

Mr. Bowron. No. 

Senator Collins. But you were able to be licensed as a long-dis- 
tance provider despite that? 

Mr. Bowron. We received a tariff. In fact, that letter represents 
the tariff when stamped by the FCC, and we were then listed by 
the FCC on the Internet as having applied for and received a tariff. 

Senator Collins. So even today, PSI Communications, a totally 
bogus company that submitted an application with a phony phone 
number that was taken from the FCC’s sample form, which did not 
pay the application fee of $600, and submitted a blank disk rather 
than the information that you required, you are now a recognized, 
legitimate provider of long-distance services in the FCC’s eyes? 

Mr. Bowron. I don’t know about today because we did brief the 
FCC on our activity about a week or so ago. 

Senator Collins. Until briefing them. 

Mr. Bowron. So we may not be today, but we would have been 
recognized at least up until that point. 

Senator Collins. So to become a long-distance telephone service 
provider in the United States, you have testified earlier that you 
don’t need any equipment; is that correct? 

Mr. Bowron. That is correct. 

Senator Collins. You don’t need any facilities? 

Mr. Bowron. That is correct. 

Senator Collins. You don’t need employees? 

Mr. Bowron. That is correct. 

Senator Collins. You don’t need any experience in the industry? 

Mr. Bowron. That is correct. 

Senator Collins. You don’t need any special showing of expertise 
or ability to perform the services? 

Mr. Bowron. No. 

Senator Collins. You don’t need an office or any other location? 

Mr. Bowron. No. 

Senator Collins. All you need is to supposedly file the tariff, pay 
the fee — ^but you didn’t do either of those — and you can become li- 
censed; is that correct? 

Mr. Bowron. Well, obviously, after you have taken those steps, 
you would have to have a customer base that you were going to 
provide to a carrier who you entered into an agreement with to 
lease line capacity. You would have to go through a billing proce- 
dure, which is frequently accomplished through a billing company 
that you enter into an arrangement with. But those are the steps 
that you would take, and the tariff in most instances, although it 
varies a little bit from State to State, would enable you to accom- 
plish that. 

Senator Collins. And this means that anyone, even someone 
with a lengthy criminal record, could get through the first thresh- 
old; is that accurate? 

Mr. Bowron. Yes. 

Senator Collins. And we know, in fact, given Daniel Fletcher’s 
experience, that going to the next level is not that difficult either. 
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Do you have any evidence that the major carriers check with the 
FCC to see whether someone has been barred from the industry or 
has a disciplinary history with the FCC or whether, in fact, they 
have filed the information correctly with the FCC? 

Mr. Bowron. No. Those are two other vulnerabilities. I mean, 
there really isn’t a requirement for the industry, before doing busi- 
ness with a reseller, to check with the FCC, and there really isn’t 
a requirement for them to report to the FCC that they are doing 
business with any particular entity. 

Senator Collins. One of the aspects of this that troubles me is 
it seems that no one is really in charge, that the FCC expects the 
industry to essentially police itself and for the major carriers to 
take responsibilities for their dealings with the resellers. The in- 
dustry seems to rely on the FCC’s process, and yet we have just 
seen that it is very easy to become licensed as a long-distance car- 
rier. 

Is that a weakness in the system that allows a Daniel Fletcher 
to enter it and to rip off consumers? 

Mr. Bowron. Yes. There is no centralized repository for slam- 
ming complaints, and as you indicated, our investigation and inter- 
views with the FCC and with State and industry representatives, 
indicates, as we said in our report, that each really relies on the 
others to be the main forces in anti-slamming efforts. So there real- 
ly isn’t any one entity that is taking overall responsibility for that. 

Senator Collins. I have a number of specific questions I want 
to ask you about your case study of Mr. Fletcher, but I know that 
Senator Durbin is on a tight schedule, so I am going to yield to him 
now for some questions. 

Senator Durbin. Thanks, Senator Collins. 

The more I get into this, the more I am convinced that, to this 
point, no one has taken this seriously. If a fellow like Fletcher can 
get into business and, according to what we have here, charge the 
slammed customers as much as six times the rates they had pre- 
viously been paying, can make, it appears, millions of dollars off of 
this and ultimately escape prosecution. As I understand it, he has 
never been indicted or prosecuted for anything. Is that true? 

Mr. Bowron. I believe that is correct. 

Senator Durbin. If you steal hubcaps they stop you, arrest you, 
make you face the judge, and this fellow is involved in millions of 
dollars of fraud, and no one has ever prosecuted him. It appears 
to be a game in the minds of some people. But it is not a game 
in the minds of the victims. 

I am also concerned, too, because the threshold qualification to 
be part of this business, the tariff at the FCC, clearly is not on the 
up and up. There isn’t a good job being done by that agency if you 
can go in there and not even present the $600 filing fee. You man- 
aged to get a tariff without paying? 

Mr. Bowron. Well, that was our experience. Now, we didn’t do 
any work to ascertain whether there were other occasions on which 
tariffs had been obtained under such circumstances. But that was 
our experience, yes. 

Senator Durbin. I just wonder how many other Americans could 
expect to go to a Federal agency and receive a license or a tariff 
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or some permit and not provide the check that is require, I assume 
that is required by law. Is that the case here? 

Mr. Bowron. That is what is required by law, yes. 

Senator Durbin. And there was obviously no effort to scrutinize 
your application to find out if you were legitimate. 

Mr. Bowron. That is right. 

The process though, is somewhat fragmented in that all steps of 
the process don’t occur at the same place. You send the application 
to one location. You send the check to a location. You actually go 
in to obtain the tariff at a different location and provide your disk. 
So we didn’t really study the process, but our experience showed 
us that the process was fragmented. 

Senator Durbin. Well, it appears the process is meaningless as 
well as being fragmented if you could give a false telephone num- 
ber — I don’t know if that address up there was a legitimate ad- 
dress. Is it? 

Mr. Bowron. No. 

Senator Durbin. You made that up, too. 

Mr. Bowron. It is a real post office box mail drop. 

Senator Durbin. You used a mail drop, a phony number. Who is 
Ron Ryan? Is that someone who works for you? 

Mr. Bowron. The two agents that were involved in the investiga- 
tion used the first name of one and the last name of the other. 

Senator Durbin. So it is a phony name and a phony address — 
not a phony address but a mail drop, with a phony telephone num- 
ber, and you handed them a blank computer tape? 

Mr. Bowron. Disk. 

Senator Durbin. Disk? 

Mr. Bowron. Yes. 

Senator Durbin. It had nothing on it? 

Mr. Bowron. Nothing on it. 

Senator Durbin. And then you didn’t give them the check, and 
you walked away with your tariff. 

Mr. Bowron. Yes. 

Senator Durbin. And now you are ready to do business. 

Well, if that is the best we can do at the Federal level, we have 
a long way to go to try to convince the consumers that we are even 
trying. And it troubles me as well that this Fletcher got away with 
this for such a long period of time. These newspaper articles called 
him “the king of slammers.” 

Do you have any idea how much money this man made or what 
he took out of this business? 

Mr. Bowron. We really can’t report with any precision how 
much he made. We do know that he billed over $20 million to cus- 
tomers. If you use his typical method of operation — and he wasn’t 
able to do this on all $20 million — through billing companies, he re- 
ceived 70 percent of the billing amounts in advance of the bills ac- 
tually being paid. So if you use that 70 percent method, he could 
have made as much as $14 million. 

Now, he made something less than that, but certainly there was 
a lot of money involved. 

Senator Durbin. And not only stiffing consumers, he stiffed some 
of these long-distance providers like AT&T in the process, did he 
not? 
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Mr. Bowron. Yes. 

Senator Durbin. I don’t know if this is accurate, Madam Chair- 
woman, but it said that despite warning signals, companies like 
AT&T and Sprint took months or years to stop doing business with 
this fellow. As a rule, they only stopped when he failed to pay his 
bills. And until this investigation was initiated, AT&T at least had 
no idea they were owed almost $2 million by Fletcher. 

Mr. Bowron. That is correct. 

Senator Durbin. Is that what you found? 

Mr. Bowron. Yes. 

Senator Durbin. It amazes me that this fellow did this with im- 
punity. And 29 years old, he was? Pretty enterprising young busi- 
nessman. And now he has fled the country. Is that the best we 
know? 

Mr. Bowron. We are not sure that he has left the country, but 
there is an ongoing investigation, and he may very well have left 
the country. 

Senator Durbin. Well, let me tell you, the bill that Senator Col- 
lins and I have introduced is finally going to put criminal liability 
into this, and a man like Mr. Fletcher would certainly be a prime 
target for it. If people want to do this repeatedly at the expense of 
consumers, I think they should be held just as accountable as the 
folks that are stealing hubcaps. 

Thanks, Madam Chairwoman. 

Senator Collins. Thank you. Senator. 

If PSI Communications were to start slamming consumers, how 
would the FCC go about taking enforcement against the company? 

Mr. Bowron. FCC would have difficulty taking any enforcement 
action because it has no legitimate information that would allow it 
to locate or communicate with the representatives of that company. 

Senator Collins. Isn’t that one of the problems, then, of there 
being no verification of even the phone number that is on the appli- 
cation? If there is a problem, what can the FCC do if the informa- 
tion is phony? 

Mr. Bowron. That is a problem, a vulnerability. 

Senator Collins. I would like to turn to the Fletcher case and 
follow up on some of the questions that Senator Durbin asked you. 

First, let me start by asking you. Did Daniel Fletcher file the 
necessary documents with the FCC to be considered an authorized 
long-distance service provider? 

Mr. Bowron. Not in every instance. I believe out of his eight 
companies he filed for a tariff with regard to two of them. 

Senator Collins. But despite not even filing with the FCC, he 
was able to enter into relationships with the major carriers to lease 
capacity? 

Mr. Bowron. Yes. 

Senator Collins. So that indicates that one of the problems here 
is, even if the information is accurate with the FCC, if the indi- 
vidual doesn’t file at all, the major carrier is not doing a check with 
the FCC to see whether or not there is authorization. Is that cor- 
rect? 

Mr. Bowron. That is correct. There is no current requirement 
that makes it incumbent on the carrier to make such a check. 



66 


Senator Collins. So, to the best of your knowledge, none of the 
long-distance or billing companies checked with the FCC about Mr. 
Fletcher prior to doing business with him? 

Mr. Bowron. We don’t believe so. 

Senator Collins. You mentioned that in one case Daniel Fletch- 
er tried to slam more than half a million customers. That is pretty 
bold. Do you know how many he was successful in slamming? 

Mr. Bowron. Well, in that particular instance, we don’t know 
how many he was successful in slamming. We know that about 
200,000 of a group of 500,000 went through, and based on the num- 
ber of rejections, resulted in suspicion on the part of one entity that 
Mr. Fletcher was dealing with. 

Senator Collins. Are the techniques that Daniel Fletcher used 
to slam consumers unusual? 

Mr. Bowron. No, they really are not. 

Senator Collins. I would like to discuss one of those techniques 
by having a chart brought up. It is my understanding that one of 
the most common methods that he used was a combination sweep- 
stakes entry and letter of authorization for changing the long-dis- 
tance services. Is that accurate? 

Mr. Bowron. Yes. 

Senator Collins. Are you familiar with the two charts that we 
are putting up?i One is what I understand was a poster that was 
used, and the other is a slightly blown-up version of what really 
was a three-by-five card which served as the letter of authorization. 

Mr. Bowron. Yes. 

Senator Collins. Could you explain how Mr. Fletcher used the 
enticement of a sweepstakes in order to slam consumers, in order 
to get their names and addresses and phone numbers? 

Mr. Bowron. Well, he used the marketing technique of a sweep- 
stakes, which concealed the fact that people were unknowingly 
changing their long-distance carrier in the fine print. It provided 
confusing information that did not clearly identify even a single 
carrier that one would be switching to; but, most importantly, it 
combines it with an official registration. Although it says LOA at 
the top of the form, most people only know it is an official registra- 
tion. LOA doesn’t really mean much to them. 

So he has disguised, basically, through a marketing attempt the 
fact that people are changing to his long-distance company. 

Senator Collins. So most consumers thought that when they 
filled out this postcard that they were signing up to win the new 
Mustang convertible or $20,000 in cash. Is that accurate? 

Mr. Bowron. That is accurate. What I don’t know for sure is 
whether that particular form went with that particular contest. 
But that is a typical scheme. 

Senator Collins. This is, according to the information we have 
from our investigation, precisely what was done in this case. These 
materials were provided to us by the State of Florida which took 
action against Mr. Fletcher. 

The way this was set up is this essentially was a poster with the 
Mustang convertible come-on, and then these were little cards that 


1 See Exhibit 39 (d) and (e) of the April 23, 1998 hearing in the Appendix on pages 236 and 
238 respectively. 
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people could fill out and put in the box with the slot right below 
the poster. So I would wager that most people thought they were 
entering a contest, not signing up to switch their long-distance 
service. 

Based on your knowledge of slamming, is that a reasonable as- 
sumption on my part? 

Mr. Bowron. Yes. 

Senator Collins. And is this a typical method of slamming that 
unethical providers use? 

Mr. Bowron. This is a typical example of a deceptive marketing 
practice to build a customer base. 

Senator Collins. AT&T wrote to Mr. Fletcher on several occa- 
sions questioning the legitimacy of his letters of authorization or 
letters of agency, and, in fact, in April of 1996 — and I think we 
have given you a copy of this exhibit; if not, I will ask for the clerk 
to make sure that one is brought down to you — ^AT&T wrote Mr. 
Fletcher in a “Dear Daniel” letter and said that these LOAs, the 
letters of authorization, were a problem, that they violated the cur- 
rent FCC rules. 

In fact, the AT&T individual said to Mr. Fletcher about his 
LOAs, “This is not sufficient for proof of authorization purposes be- 
cause the FCC rules provide that the LOA form may not be com- 
bined with any sort of commercial inducement.” 

So, in other words, AT&T realized that Mr. Fletcher was vio- 
lating current FCC regulations; is that correct? 

Mr. Bowron. Yes. 

Senator Collins. Is there any indication — and it is my under- 
standing that as a consequence AT&T rejected thousands of the 
change orders that Mr. Fletcher submitted; is that correct? 

Mr. Bowron. The records that we got from AT&T weren’t com- 
plete enough for us to be able to determine whether or not they 
processed those LOAs. We do know that they continued to do busi- 
ness with Mr. Fletcher until November of 1997. We don’t know 
with certainty whether or not they processed those particular let- 
ters of agency. 

Senator Collins. So AT&T continued to do business with Mr. 
Fletcher despite its concerns. It may or may not have stopped proc- 
essing some of his orders. Is that correct? 

Mr. Bowron. Yes, it is. 

Senator Collins. Did AT&T report its suspicions about Mr. 
Fletcher to the FCC? 

Mr. Bowron. No. 

Senator Collins. That troubles me greatly because AT&T’s let- 
ter says to Mr. Fletcher that he is not in compliance with the FCC. 
Do you think there should be some sort of requirement or obliga- 
tion imposed on the major carriers to report activity like this to the 
FCC? Here we had a classic scheme for slamming. We have evi- 
dence that thousands of consumers are being deceived. AT&T real- 
ized that, but it didn’t take action — it wrote to Mr. Fletcher, but 
it didn’t take action to report to the FCC that its regulations 
weren’t being followed. 

Mr. Bowron. Based on our interviews and investigation with re- 
spect to the industry, they do not report that kind of activity. They 
don’t consider it their responsibility to report that kind of activity. 
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They generally put the suspected slammer on notice, as in the 
Fletcher case, that they expect the company to comply with FCC 
regulations, but do not report it to the FCC. 

Senator Collins. One of the provisions of the Collins-Durbin leg- 
islation would put more requirements on the major long-distance 
carriers as well as the local exchanges, the local telephone compa- 
nies, because they are the ones who get most of the slamming com- 
plaints, to when they see a pattern, report to the FCC. Do you 
think that would be helpful in cases like this that would allow ear- 
lier detection of widespread slamming by an individual provider? 

Mr. Bowron. Yes, I do. 

Senator Collins. I would like to now turn to the FCC’s actions 
against Mr. Fletcher. If AT&T did not, or none of the other compa- 
nies — and I am not trying to single out AT&T because, obviously, 
Mr. Fletcher did business with other major carriers as well. To 
your knowledge, none of them contacted the FCC about Mr. 
Fletcher’s activities; is that correct? 

Mr. Bowron. To our knowledge, they did not. 

Senator Collins. How did the FCC become aware that Mr. 
Fletcher was engaged in such blatant slamming? 

Mr. Bowron. Mr. Malfi advises me that there were direct com- 
plaints made to FCC with respect to Mr. Fletcher. 

Senator Collins. So it was consumers complaining directly. 

Mr. Bowron. Yes, that is correct. 

Senator Collins. And the FCC saw the pattern. 

We know that Mr. Fletcher slammed probably hundreds of thou- 
sands of consumers. He certainly tried to slam a huge number. Yet 
it took the FCC almost 2 years to take final action against Mr. 
Fletcher to ban him from the business. 

Could you give us your opinion of the FCC’s enforcement activity 
in this case? 

Mr. Bowron. Well, the enforcement activity in this case really 
was not more aggressive than sending a notice of the orders to Mr. 
Fletcher; and when Mr. Fletcher didn’t respond to those orders, 
FCC could have used his lack of response to act sooner, but did not. 
So while they did initiate some action, they really did not follow 
through with the action as soon as they could have based on his 
lack of response, which enabled him probably to stay in business 
longer. 

Senator Collins. Do you think Mr. Fletcher is still doing busi- 
ness today? 

Mr. Bowron. Yes. We have some indication that he is, but be- 
cause of an ongoing investigation, I really wouldn’t want to com- 
ment further than that. 

Senator Collins. Based on your investigation and the FCC’s en- 
forcement actions to date, what is there to stop another Daniel 
Fletcher from getting an FCC license to provide long-distance serv- 
ice, from slamming thousands of consumers, getting paid up front, 
and disappearing again? 

Mr. Bowron. Right now there isn’t anything that would prevent 
that. 

Senator Collins. Is there anything that would prevent Mr. 
Fletcher from getting back into business again? He has legally been 
barred, but given the weaknesses in the system, is there anything 
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to prevent him from setting up yet another company with yet an- 
other name? He has done it eight times. 

Mr. Bowron. He would have to use another name, but other 
than that, he could certainly get back into the business. 

Senator Collins. I wonder if he could get back in using his own 
name if there is no review of the FCC’s applications. 

Mr. Bowron. It is possible. 

Senator Collins. Senator Durbin and I have introduced legisla- 
tion that would make intentional and repeated slamming, such as 
Mr. Fletcher has committed, a crime. It would make it a criminal 
offense. 

You have enormous experience as director of a law enforcement 
agency. You have a lot of knowledge of the Fletcher case and of 
slamming in general. Do you think that activities such as Mr. 
Fletcher’s should constitute criminal conduct and should there be 
criminal penalties for such egregious cases? 

Mr. Bowron. Yes, I believe that should be the case. And I would 
say that right now there are criminal laws that could be applied — 
wire fraud, mail fraud — but it would be, I think, from an enforce- 
ment standpoint for prosecuting attorneys and law enforcement 
agencies, preferable if there were specific violations that were spe- 
cific to slamming rather than trying to use the facts and cir- 
cumstances to rely on other statutes. 

Senator Collins. So it is a stretch under existing laws to bring 
a criminal case for slamming? 

Mr. Bowron. It is certainly not as straightforward. It is more 
difficult. You have to make sure that you meet the particular ele- 
ments of those other offenses, such as mail fraud or wire fraud. 

Senator Collins. Have you looked at the States’ enforcement ac- 
tions against companies that engage in slamming? 

Mr. Bowron. Yes, to some extent. 

Senator Collins. How do these States’ actions compare with the 
FCC’s action in general? 

Mr. Bowron. It varies from State to State, but in general, the 
States’ actions are more severe than those taken by the Federal 
Government. 

Senator Collins. In closing, I would like to ask you to just go 
through what you think consumers should do to avoid being 
slammed, what you believe the industry needs to do, and what you 
think that the FCC needs to do. And part of it, I should say, means 
that Congress also needs to change the law and toughen the pen- 
alties, but if you could focus on what you believe would be most ef- 
fective to curtail this practice once and for all. We clearly have a 
new deregulated environment that has brought many benefits, but 
it has also opened the door to fraud and scams like slamming. So 
what should we be doing? 

Mr. Bowron. Well, certainly I think, as I said, the most impor- 
tant step that consumers can take to protect themselves is to ini- 
tiate a PIC freeze with respect to their long-distance carrier, and 
they can do that by contacting their local exchange carrier. 

If they are slammed, they should immediately notify the local ex- 
change carrier and the FCC. 

Now, as far as developing something that would result in a more 
effective enforcement of rules and regulations and centralizing re- 
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sponsibility for this, I think that the legislation that you talked 
about, taking the economic incentive out of slamming, is a very im- 
portant step. But I also think that any time you have dollars 
changing hands in businesses, as much as you can reasonably do 
to establish up-front controls to keep unscrupulous people out of 
the business, should be done. And I am not talking about going 
from doing nearly no review or no examination to doing a full field 
background investigation. The banking industry, credit card indus- 
tries, credit bureaus — lots of entities — have developed information- 
verification steps that can be taken that are not resource-intensive 
and that can be done from a centralized location. It couldn’t be 
done without some resources. 

In addition to that, I think that there needs to be a centraliza- 
tion of where the slamming complaints go so that local exchange 
carriers, the telecommunications industry, and sellers of hard lines 
should have to report to the FCC their experience with unscrupu- 
lous or suspicious people that are in this business. They should 
also have to check with the FCC to determine whether or not a tar- 
iff has been filed. 

Now, if the FCC had a record of all the slamming complaints 
filed by States and other industry entities, at least when a provider 
called the FCC to check on someone that it was going to do busi- 
ness with, the FCC would be able to provide that information. 

So, really, I think that centralizing a repository for all slamming 
information would help. 

Senator Collins. And, in addition, I believe today you have en- 
dorsed many of the very strong provisions of the Collins-Durbin 
bill — is that correct, also — on criminal penalties, the requirements 
on the industry, and the increased fines? 

Mr. Bowron. I think that they are very viable steps that would 
have an impact. 

Senator Collins. Thank you very much, Mr. Bowron. 

Senator Levin, do you need a moment or two? 

Senator Levin. No. I am fine. I am ready to go. 

Senator Collins. OK. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator Levin. Thank you. Madam Chairman, and thank you for 
your leadership in this area and for the hearing that you have 
called today. You have put your finger on a major problem, a major 
consumer problem in this country, and all of the Nation should be 
grateful to you and Senator Durbin and others who have taken a 
leadership role in this for that leadership. 

My office has received huge numbers of complaints from constitu- 
ents on the practice and the problems of slamming. In fact, switch- 
ing someone’s long-distance carrier without their consent, or slam- 
ming, is the No. 1 complaint which has been received by the Michi- 
gan Public Service Commission. And Michigan ranks fourth nation- 
ally in the number of slamming complaints which have been re- 
ceived, and it is a growing number. 

Twenty-five percent of telephone customers in Michigan’s two 
largest cities, Detroit and Grand Rapids, have either had their tele- 
phone carrier switched without their permission or know someone 
who was illegally switched. 
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There is no national database, so we don’t know exactly how 
many complaints there are on slamming. But we do know that 
local phone companies receive most of the complaints, and one local 
phone company in Michigan received close to 116,000 complaints 
last year. And that is just the tip of the iceberg. 

Consumers are understandably outraged when this happens. It 
leaves them vulnerable, paying higher rates, and they want to be 
in control, and they have a right to be in control, and they lose that 
control when slamming occurs without their consent and rewards 
the companies that engage in these deceptive and misleading mar- 
keting practices. And we had many examples, but in Westland, 
Michigan, Mrs. Lori Isler’s 14-year-old daughter was approached 
three times in a mall by marketing representatives who urged her 
to fill out a form for a chance to win new cars. She told them she 
didn’t want to. They persisted. She told them she didn’t want to. 
They persisted. Finally, she signed. Happily, she told her mother, 
who notified the regular long-distance carrier that the service had 
been switched, and she complained to the Michigan attorney gen- 
eral, Frank Kelly’s office, for protection, and they got action. 

But think of the hundreds of thousands that don’t, and that ac- 
tion, just having that minor sign a card, violates the regulations of 
the FCC. You are not supposed to have anything on that notice 
other than the request for the change. And yet we don’t see any 
enforcement that is flowing in that area from the FCC. 

I have just one question, and, again, I want to commend our 
Chair for her leadership here in the bill that she has introduced. 
And we also will be looking at the FCC-proposed regulations to see 
if they are strong enough and, indeed, if Congress should act in ad- 
dition to the ways that have already been proposed by our Chair- 
man. 

I just have one question of you. That is, some of us are looking 
at the possibility of requiring a bond, an up-front bond, for the re- 
sellers. And I am wondering what you would think about that and 
what your comment would be on that. 

Mr. Bowron. I think that that is a very viable option and it 
should be considered, and the bond could vary in amount, obvi- 
ously, and the length of time that someone had to be bonded could 
also vary. It wouldn’t necessarily have to be for their entire period 
of time in the business, but I think it is a viable option. 

Senator Levin. You have pointed out in your testimony that 
chasing fraud after it occurs is extremely expensive and labor-in- 
tensive, and hopefully we can stop it from occurring, and one way 
possibly that I hope we will consider would be a requirement that 
the resellers here be required to put up bonds. 

Thank you, and thank you. Madam Chairman. 

Senator Collins. Thank you very much. Senator Levin. 

Thank you very much, Mr. Bowron. I really appreciate the co- 
operation of GAO and the assistance, the very able assistance, 
GAO has given us in this important matter. Thank you very much. 

Mr. Bowron. Thank you. Madam Chair. 

Senator Collins. Our second witness this morning I am pleased 
to welcome is the Hon. William E. Kennard, the Chairman of the 
Federal Communications Commission. 
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Mr. Kennard was confirmed as Chairman of the FCC last Octo- 
ber, having previously served for over 3 years as the FCC’s general 
counsel. Before joining the FCC, he practiced communications law 
at a very prestigious Washington law firm, and he brings a consid- 
erable private and public sector experience to the Subcommittee 
today. He has a very impressive academic and legal background 
that makes him well-qualified for the challenges of his job. 

We look forward to hearing the FCC’s position on slamming, a 
review of its current policies, and suggestions on what you may 
have for us to control this problem. 

Pursuant to Rule VI, all witnesses who testify before the Sub- 
committee are required to be sworn, and so I would ask that you 
stand and raise your right hand. 

Do you swear that the testimony you are about to give to the 
Subcommittee is the truth, the whole truth, and nothing but the 
truth, so help you, God? 

Mr. Kennard. I do. 

Senator Collins. Thank you very much. 

Mr. Kennard, you may proceed. 

TESTIMONY OF HON. WILLIAM E. KENNARD, i CHAIRMAN, 
FEDERAL COMMUNICATIONS COMMISSION 

Mr. Kennard. Thank you. Madam Chairwoman, and Senator 
Levin. 

I appreciate the opportunity to appear before you today, and I 
am particularly pleased that you are shining the spotlight on this 
very important area, and I commend you for your leadership in 
bringing these issues to the attention of the Congress. 

Please be assured that we at the FCC are very aware of this 
problem. We understand the outrage that consumers feel when 
they are slammed. The practice brings the industry into disrepute, 
leaves consumers frustrated, and we are committed to doing all we 
can, and to doing more. 

I think the recent action that we took against the Fletcher com- 
panies demonstrates our willingness to get tough against slam- 
mers, but we won’t stop there. I would like to outline what I think 
should be our three-pronged approach to dealing with the slam- 
ming problem. 

First, vigorous enforcement. We need to nab the bad actors when 
slamming violations occur. We need to be vigorous in this area. 

Second, and most importantly in my view, we need to strengthen 
our existing rules. We need to take the profit out of slamming. 
Madam Chairwoman, you touched on this in your questioning and 
in your opening statement. I think the single most effective thing 
that we can do in this area is to eliminate the profit motive from 
slamming, to tell consumers that if you get slammed, you don’t 
have to pay a dime to the slammer or to anybody else. I think that 
that would go a long way in removing the incentive for people to 
slam in the first place. 

And, third, we need to continue to educate consumers on ways 
that they can avoid being slammed in the first place. Many Ameri- 
cans are adjusting to the transition from monopoly to competition. 


1 The prepared statement of Mr. Kennard appears in the Appendix on page 130. 
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Most Americans in this country remember — I certainly do — when 
you only had one long-distance provider. Well, obviously, the world 
has changed. We have 500 providers of long-distance service in this 
country. Consumers need to be vigilant. They need to educate 
themselves, and we want to help them do that. 

Now, I have proposed for the Commission’s consideration tougher 
rules that I hope will take the profit out of slamming. Currently, 
for the period their service was changed without their permission, 
slammed consumers need only pay the slammer the amount they 
would have ordinarily paid to their authorized carrier. But to dis- 
courage slamming, I think we should do more. My own view is that 
slammed consumers should not have to pay any charges for a rea- 
sonable period of time after being slammed, maybe one or two bill- 
ing cycles. Such an approach, in my view, will remove the profit in- 
centive from slamming, and it will also tell the carriers that do the 
billing for these long-distance carriers and these slammers that 
they have to be vigilant. 

We heard testimony earlier about how AT&T was not vigilant 
enough in shutting down Mr. Fletcher. Well, if there was no profit 
incentive for Fletcher to slam, if AT&T knew that the consumers 
that Fletcher was slamming didn’t have to pay them a dime, then 
I think that AT&T might have been more vigilant themselves. 

Now, Madam Chairwoman, I am aware of your concerns. We 
have talked about this proposal, and I am aware that you have con- 
cerns about absolving consumers altogether from the responsibility 
of paying when they get slammed. But I think that we can craft 
rules with appropriate safeguards so that we can take the profit 
motive out of slamming without creating abuse by consumers 
themselves. 

We have talked a lot about tariffs this morning. With all due re- 
spect to the GAO, I think that a lot of this focus on the tariffing 
process is really misdirected. 

First of all, a tariff is not a license. It has never been a license. 
A tariff is a document that carriers are required to file at the FCC 
which provides basic information about rates and services, not 
about marketing practices. It has never been intended to be a proc- 
ess to screen people coming into the market based on their mar- 
keting practices or their character. And we freely stipulated to the 
GAO that the tariffing process was not intended to screen people 
or do background checks or anything of the sort. 

In fact, the FCC has tried to get out of the tariffing business be- 
cause we have found, based on years and years of experience, that 
in a competitive market the tariffing process is anti-competitive be- 
cause it allows carriers to signal to one another what rates they are 
going to charge to consumers. And it has not been good for competi- 
tive markets. So I do not think that beefing up the tariffing process 
and, in effect, erecting a new entry barrier for people getting into 
the long-distance business is the solution. 

Now, as to consumer education, the Commission has done a lot 
in this area and we will continue to do so. We receive most com- 
plaints about slamming via our toll-free number. That is working 
well. Consumers have one place to call to get information about 
slamming and how to protect themselves. 
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I want to raise one other issue that is very important. It is an 
emerging problem in the telecommunications marketplace. That is 
the problem of cramming. And, Madam Chairwoman, I would in- 
vite your leadership and your attention to this matter because I 
think that cramming is the next major consumer protection issue 
that we have got to deal with. 

Cramming is the process when consumers receive bills for serv- 
ices that they never ordered. It is sort of a variation on slamming. 
We are seeing a lot of consumers complaining about receiving bills 
for Internet services, for example, that they never ordered or never 
wanted. 

To head off this growing problem, today I am calling upon the 
CEOs of the major local telephone companies to come together next 
month at the FCC in order to prevent cramming and to identify 
voluntary practices that they can incorporate in their billing proce- 
dures to stop cramming. 

I am making available the Commission’s resources to assist in 
these industry efforts. I hope to create a neutral forum where the 
industry can come together, and I would certainly invite your lead- 
ership in this process as well. Madam Chairwoman. 

This concludes my oral testimony. Again, I praise you for your 
efforts to call attention on this problem and to propose some very 
helpful legislative solutions which will give our Commission more 
tools to combat this problem. I think there are some wonderful pro- 
visions in your bill. 

I am happy to be here and to take your questions. 

Senator Collins. Thank you very much, Mr. Kennard. We appre- 
ciate your cooperation and your being here this morning. 

I am a little bit troubled by some comments that you made in 
discussing the tariff and the application process. You said, I think, 
that — you explained correctly, obviously, that tariffs are not really 
a license, they are a filing of the charges and the fees that are 
going to be offered by the provider. And you described them as 
being anti-competitive, and you and I have had a discussion on the 
phone as well that your mission is to deregulate. And deregulation 
has certainly brought a lot of benefits to consumers, but with de- 
regulation have also come scams. And my concern is that that 
doesn’t mean we shouldn’t deregulate, but it means that when we 
are dealing with a deregulated market, we do need to have some 
consumer protections that would not have been necessary in the 
old regulated market when you could just deal with one company 
and you had a very close working relationship with them. 

Now we have some — I think it is 500 long-distance telephone pro- 
viders, and we have learned very clearly that some of them are en- 
gaging in outright fraudulent activities. We don’t seem to have the 
process or the procedures in place to adjust to this deregulated 
market from the consumer protection perspective. 

Now, it is my understanding the FCC provides a blanket author- 
ity for domestic long-distance carriers to enter the market. Is that 
correct, that there is this blanket authority that means that there 
isn’t any kind of review? 

Mr. Kennard. Well, there isn’t a licensing requirement, no. The 
tariff is not intended to scrutinize carriers coming into the market. 
It is, rather, a method for them to indicate to the FCC their rates 
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and charges. But, again, the tariffing process is really a vestige of 
a less competitive marketplace and really should go by the way- 
side, in my view. 

Senator Collins. So are you advocating having no application 
process, no filing at all with the FCC? 

Mr. Kennard. What I am saying is that the way to combat slam- 
ming is not through the tariffing process. I really think. Madam 
Chairwoman, that we need to think outside the box a little bit on 
this and not look at the tariffing process as the solution. 

I believe that the reason people slam is because there is a finan- 
cial incentive to do so, and we need to remove that financial incen- 
tive. 

I could go out tomorrow and create a 50-page tariff filing require- 
ment and do background checks and collect all sorts of financial in- 
formation, and it wouldn’t do one thing to combat what we saw in 
that Fletcher case, because as we heard the GAO testify, Fletcher 
didn’t even file a tariff, and had he filed, he probably would have 
misled the FCC and lied in his application, as he lied to Dun and 
Bradstreet when we tried to track his financial information. 

So an individual like Fletcher, who sets out in a very intensive, 
unscrupulous way to rip off consumers, is going to do that whether 
you have an extensive tariffing process or not. What an extensive 
tariffing process would do is harm the legitimate providers, and 
most of the providers today are legitimate. It would just impose an 
entry barrier, another regulatory issue that they have got to deal 
with, more cost, delay, and expense for them to get into the mar- 
ketplace. 

Senator Collins. But the legitimate providers are losing cus- 
tomers to the slammers. I mean, that is not good for the competi- 
tive market, either, when an unethical provider can so easily enter 
the market and rip off the customers of a legitimate provider. 

Mr. Kennard. I don’t disagree with that. My point goes to how 
do we eliminate the bad conduct, the slamming. And I think that 
we do that by taking the profit incentive out of slamming, not by 
trying to erect some sort of an entry barrier or a background check, 
which I don’t think is going to give us the kind of protection that 
we need. 

Senator Collins. What if the FCC received a tariff from an indi- 
vidual whose address was Cell Block C of Leavenworth peniten- 
tiary? Would that trigger any kind of review by the FCC? 

Mr. Kennard. It probably would. But that sort of review — and 
this is my point — is not going to solve the slamming problem. 

Fletcher is a great example of this. We chased Fletcher all over 
the country for almost 2 years. This was a guy who was on the 
lam. He was intentionally trying to violate our rules. So he prob- 
ably would have filed the most legitimate looking application you 
have ever seen, and it would have been wrong. We know that he 
gave us false addresses and false telephone numbers. So an up- 
front approach is not going to solve the problem. 

We would have combatted Fletcher if we had had rules, as I have 
proposed to the FCC, I believe, that would tell the Fletchers of the 
world, if you slam someone, you are not going to get a dime from 
that consumer because they won’t have to pay. 
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Senator Collins. As you know, the GAO’s investigators filed an 
application for “PSI Communications.” It had phony information. 
The phone number was wrong. They didn’t pay the fee. The com- 
puter disk was blank, so they really didn’t file the tariff. 

Shouldn’t that kind of blatant deception be caught by your appli- 
cation process, by the process that you have now? I mean, all that 
would have been required is to plug in the computer disk or — I 
mean, I am amazed that someone could get authorization without 
paying the $600 fee. There must be some sort of reconciling of ac- 
counts, I would think. 

Mr. Kennard. No one got authorization from that PSI tariff fil- 
ing. If you recall the chart that was put up earlier, in the corner 
it said unofficial log. That was not a license. That was not an offi- 
cial tariff. That was just a notification that this filing had been 
made. 

We talked to the GAO when they came to discuss this procedure 
with us. We freely told them, don’t look for the tariff process to try 
to scrutinize who people are who are providing long-distance serv- 
ice, because that is not what we rely on tariffs to do, nor should 
we. The FCC has sought to de-tariff the long-distance business be- 
cause we do not rely on tariffs to enforce against slamming, be- 
cause in my view, that is an ineffective way to do it. 

Senator Collins. What troubles me about that answer is the in- 
dustry has told us that they consider the tariff filing as being a key 
credential when they decide to do business. Now, there is also evi- 
dence, I will say, that the major carriers don’t bother to check with 
the FCC. So there is conflicting evidence. But the major carriers 
are telling us that they rely on the filing with the FCC. 

Mr. Kennard. Some of the carriers like tariffs because, as I men- 
tioned before, it allows a signaling process. The non-dominant car- 
riers like tariffs because it allows them to get information about 
what their competitors are charging consumers. That is exactly 
why I don’t like tariffs in a competitive market, because it allows 
signaling and allows carriers to tell one another what prices con- 
sumers should be charged. We don’t need that in a competitive 
market. 

So the tariff is not really the best way to combat this problem. 
And certainly if one were to design a process to combat this prob- 
lem, it wouldn’t be through a tariff. It would be through some sort 
of background check or financial qualifications. But there, again, I 
don’t think that that is going to combat the unscrupulous type of 
slammer, as we have seen in the Fletcher case. 

Senator Collins. You mentioned in your testimony the need for 
more consumer education. 

Mr. Kennard. Yes. 

Senator Collins. And, indeed, the FCC has urged consumers to 
scrutinize their telephone bills to make sure that they have not 
been a victim of slamming. 

I would like you to take a look at a phone bill on our chart. It 
is Chart F.i This is an actual phone bill. We have just taken out 
the telephone numbers to protect the privacy of the person whose 
bill it is. 


1 See Exhibit 39 (f) of the April 23, 1998 hearing in the Appendix on page 239. 
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Now, would you please identify for the Subcommittee the name 
of the long-distance telephone company on this bill? 

Mr. Kennard. I don’t see the name of a long-distance carrier on 
this bill. 

Senator Collins. I didn’t either when I looked at it, and I was 
amazed to learn that the name of the long-distance provider is 
“Phone Calls.” That is the name of the company. And we have 
highlighted it to draw attention to it. 

Now, the problem with telling consumers that it is up to them 
to scrutinize their bills is any consumer could look at this bill all 
day — you are Chairman of the Commission — and not realize that 
they have been slammed by a company that has deliberately adopt- 
ed a deceptive name in order to deceive the consumer. The name 
of this — most consumers would never realize that “Phone Calls” is 
the name of the long-distance company. Instead, it appears to you, 
as it did to me, to be a listing of long-distance phone calls made 
by the consumer. 

I would like to show you another phone bill. It is Chart G.^ And, 
again, I would ask you if you could identify the name of the long- 
distance company. 

Mr. Kennard. It looks to be “LongDistanceServices.” 

Senator Collins. And we have obviously highlighted it to help 
you out. 

Mr. Kennard. That is very helpful. Thank you. [Laughter.] 

Senator Collins. Again, do you think that most consumers, no 
matter how carefully they scrutinize this bill, would realize that 
they have been slammed by a company called 
“LongDistanceServices”? Doesn’t that instead look like a listing of 
long-distance calls? 

Mr. Kennard. I think you have a fair point here. I think you do 
highlight a problem when a consumer can’t reasonably determine 
who is charging them for long-distance services. That is fair. 

Senator Collins. When a company files a tariff listing a decep- 
tive name like “Phone Calls,” shouldn’t that trigger some sort of 
scrutiny by your staff? I mean, if the FCC can’t tell, how can the 
consumer tell? 

Mr. Kennard. Well, the one caveat I would give is that often 
times — and I notice this on my own phone bill — the name of the 
long-distance carrier is on the front page of the bill but not listed 
on every page. So I would — it is important, before coming to final 
judgment on something like this, to scrutinize the entire bill. 

Senator Collins. My concern is that we have companies out 
there whose favorite technique is to take a name that is going to 
be clearly deceptive to the consumers, and telling the consumer 
that it is up to you to scrutinize a bill like this in order to find out 
whether you are slammed is just unfair. It is not fair to expect a 
consumer to know that “Phone Calls” is the name of the long-dis- 
tance company. 

Mr. Kennard. I don’t disagree with that. 

Senator Collins. We are in the midst of a vote. We have 7 min- 
utes remaining. I can either yield to one of my colleagues, or would 


1 See Exhibit 39 (g) of the April 23, 1998 hearing in the Appendix on page 240. 
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you prefer to — certainly, Senator Durbin, I am going to go vote and 
come back. 

Senator Durbin. Tell them I am coming. 

Senator Collins. I will. Thank you. 

Senator Durbin. Mr. Kennard, thank you for being here, and I 
am sorry I missed your testimony in person, but I read it. And I 
am troubled by it, very troubled by it. I just don’t buy your 
premise, and your premise is that if we are in the world of deregu- 
lation, it is time for the FCC to step aside and let the Wild West 
prevail 

Mr. Kennard. Senator, that is not my testimony. 

Senator Durbin. You have suggested to me that tariffs you don’t 
like because it is, as you call it, a price schedule that is going to 
be shared, and it is anti-competitive, and yet you have not come 
back with any alternative suggesting a new function of your agency 
that would help protect consumers. It is one thing for you to agree 
with Senator Collins and say these are deceptive, but not a word 
in your testimony suggests any new regulation that would stop 
this. Am I missing something? 

Mr. Kennard. Senator, yes, I think you are, and I respectfully 
disagree with your premise. 

First of all, my testimony outlines a number of things that the 
FCC is doing and can do more to protect consumers. I have pro- 
posed strengthening the anti-slamming rules. The point that I am 
trying to make is we need to have rules against slamming. That 
is fundamental. The FCC needs to have a strong consumer protec- 
tion orientation, more so than ever in a competitive marketplace. 
My point is only that we have got to do that in an environment 
where my agency and all other Federal agencies are challenged to 
do more with less. 

Senator Durbin. Now, that is a legitimate point, and I am not 
going to argue with it. Because if we want your people to actually 
make sure that there is something written on that computer disk 
or that the check is received before the tariff goes out, you need 
the people to do it. And if we are short-changing you, I would think 
your responsibility as chairman of the FCC is to tell us as much: 
Members of Congress, you want new responsibilities, you want 
more activity from my agency, give me the people to do it. That is 
legitimate. 

But the argument that you have made here that basically you 
have got to step aside from this process, I can’t accept that 
premise. At one point here you say — and I disagree with this, inci- 
dentally. It sounds very good on the surface. “Slammed consumers 
should not have to pay any charges for a reasonable period of 
time.” That sounds good on its face, and a lot of the people that 
I have talked to who have been hurt by this process would jump 
at the chance. But imagine what you just invited. You invite people 
who don’t like their long-distance charges to come in and say, “I 
was slammed, so I don’t want to pay for a couple months.” 

So then you go on to say, oh, incidentally, the FCC can craft 
rules with safeguards. Why is it that you can craft rules with safe- 
guards in the expanded rights of consumers but can’t craft rules 
with safeguards to establish whether the company in the first in- 
stance is totally bogus? 
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Mr. Kennard. Because I think that by eliminating the incentive 
to slam, you will take slamming out of the picture. Again, an un- 
scrupulous company is going to slam no matter what we do on the 
front end. I do believe that it is possible to craft appropriate safe- 
guards. 

If somebody steals your credit card and makes an unauthorized 
charge on your credit card, if you call your credit card company and 
tell them that your credit card has been stolen, you are not respon- 
sible for making that charge — for paying that charge. That is ap- 
propriate. I want to import that to the slamming context. And in 
the slamming context, carriers know whether their customers have 
been slammed, so they can make that determination. 

Senator Durbin. Well, here is where we disagree. I don’t think 
you are wrong in your premise that if we enforce the penalties and 
make it expensive for slammers it will discourage them. But I don’t 
think it is unreasonable to also say that people who want to play 
in this arena have to be legitimate, that you have to know who 
they are and where they are and where they can be reached, be- 
cause the bottom line is if your tariffs are meaningless — and it ap- 
pears they are — ^your enforcement actions are meaningless. 

Mr. Kennard. I agree. I mean, you are suggesting that I am not 
interested in doing anti-slamming enforcement. That is incorrect. I 
think that the FCC can do more to enforce against slamming. I 
want to have higher fines. I think the provisions in your bill to im- 
pose criminal sanctions and give people civil penalties is great. 

Senator Durbin. But you are missing my point. Why is it that 
you don’t feel any obligation on the threshold, on the front end of 
this process, to establish that the people who are creating these 
bogus companies are using misleading names, are giving you ad- 
dresses that don’t exist, are using telephone 

Mr. Kennard. I freely acknowledge that. Senator. 

Senator Durbin [continuing]. Numbers that are totally phony. 
I’m saying to you that they are not even going to pay the filing fee, 
and they are going to give you an empty computer disk, and you 
are saying, “Well, we will catch you if you break the law.” 

Mr. Kennard. I freely acknowledge that there are people out 
there who will use fictitious names and lie to the FCC, and my 
point is, if they do that, we won’t be able to catch them by having 
the most elaborate of screening processes. 

There are really two categories of companies that slam. There 
are the unscrupulous companies like the Fletchers of the world 
that go out to break the law. And then there are carriers that are 
legitimate; they respond when we call them; they respond when we 
fine them; they enter into consent decrees; and they get sloppy and 
careless. Those folks we need to work with. We should hit them 
with hmher fines. 

All r am saying is on the front end — ^we saw this in tele- 
marketing fraud — people who go out to rip off consumers are not — 
you are not going to catch them by having them fill out applica- 
tions. 

Senator Durbin. I am afraid I have to run and vote, but I appre- 
ciate your testimony. The committee, I guess, will stand in recess 
until another Senator shows up. 

Thank you. 

Mr. Kennard. Thank you. 
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[Recess.] 

Senator Collins. The Subcommittee will be back in order. Again, 
my apologies. This is a heavy voting day. 

Mr. Kennard. I understand. 

Senator Collins. My hope is that we can conclude the hearing 
before the next votes start. 

Mr. Kennard, I want to follow up on the points that we have just 
made. In these cases, the consumers are going to have a very dif- 
ficult time figuring out that they were slammed. I agree with your 
statement that we need to take the profit out of slamming and that 
that is going to help curb the problem. But that only works if the 
consumer knows that he or she has been slammed. 

In a case like this, the consumer might never realize that he has 
been slammed. So taking the profit out isn’t going to affect this 
kind of situation where the unauthorized carrier is going to con- 
tinue getting all of the payments from the consumer because the 
consumer doesn’t realize that he has been slammed. 

That is why I think we need a more comprehensive approach and 
one that does something on the front end. I don’t want to impose 
a huge new regulatory burden. I don’t want to constrict entry into 
the market unnecessarily. But I do want to have some way of 
weeding out the bad apples right up front if we possibly can. 

Mr. Kennard. You are quite right about that, and it is funda- 
mental that a consumer should know when he or she has been 
slammed. I mentioned in my opening statement that I am going to 
call together the CEOs of all the major telephone companies that 
do the billing to consumers, and I am going to put this issue on 
the table and see if we can address this issue of long-distance car- 
riers not fully disclosing the charges to the carriers or identifying 
themselves on the bill. Maybe we can come up with a solution to 
that. 

Senator Collins. Thank you. 

The Washington Post reported today that a Minnesota judge 
struck down that State’s anti-slamming law. The judge ruled that 
Federal regulations in this area preclude States from adopting 
their own regulations. I am very troubled by that because States 
have been very aggressive and have, frankly, been more aggressive 
than the FCC in taking enforcement action against slamming. If 
State laws are struck down, then the burden on the FCC is going 
to be even greater. 

Do you believe — and I realize this judgment just came down, or 
this decision just was rendered, but do you believe that Federal law 
needs to be clarified to ensure that States are allowed to take ac- 
tion against intrastate slammers? 

Mr. Kennard. Section 258 of the statute currently allows the 
States to take action. That is why this Minnesota decision is curi- 
ous. I am very interested to see the reasoning that the judge used 
to reach that conclusion. But, fundamentally, I welcome State ac- 
tivity in this area. We need more cops on the street. We need more 
State commissions to continue to be vigilant in this area. 

So provided that their actions are not inconsistent with the Fed- 
eral law, I invite the States to be very, very active in this area. 

Senator Collins. It was my understanding that the current 
Communications Act explicitly sets forth a role for the States in 
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intrastate, but that it is silent on interstate. Am I mistaken on 
that? Is there explicit authority for the States? 

Mr. Kennard. I would want to go back and look at the statute, 
but it is my understanding that the provision allows the States to 
conduct their own anti-slamming activities provided that such ac- 
tion is not inconsistent with Federal law. And I believe that could 
include slammers who are slamming both interstate and intrastate. 
But I would have to double-check that. 

Senator Collins. I would ask that you work with us to try to 
clarify that so that the role that the States are playing, which has 
been a really critical role, is not jeopardized in any way. 

Mr. Kennard. I would be happy to. 

Senator Collins. I would like to ask you a question about the 
Fletcher companies, which has been the source of much discussion 
today. First, let me say that I am very pleased that the FCC has 
taken action this week to revoke the authority of these companies. 

However, it is my understanding that the FCC received the ma- 
jority of the complaints against the Fletcher companies in mid- 
1996, and during the interim time, several States took action 
against Fletcher. Alabama, Illinois, Florida, and New York actually 
revoked his authority to operate over a year ago. 

Why did it take the FCC almost 2 years to issue a final order 
in this case banning him from the business? 

Mr. Kennard. Well, I have reviewed the enforcement action in 
the Fletcher case, and first let me say that slamming complaints 
should be expedited. I think that the Commission can and will take 
steps to make sure that complaints are expedited. They are taking 
too long. 

But in the Fletcher case in particular, because he was such an 
egregious actor, it was clear that the FCC’s enforcement activity 
against him escalated over time. Originally, we began an investiga- 
tion into the complaints that we were receiving in mid-1996. By the 
end of 1996, we had issued a fine against his companies. We broad- 
ened our investigation about a month later. At that time we began 
to realize — this was the beginning of 1997. We began to realize 
that this was a really bad actor, and we contacted the FBI’s field 
office in Los Angeles to try to track him down and get more infor- 
mation about him. 

We issued another forfeiture against him in May of 1997, about 
a year after we first got a lot of complaints, and then it became 
clear to us that he had disappeared and he was no longer in the 
business. At that point we decided that we wanted to make sure 
he stayed out of the business. We issued an order to show cause 
to revoke his license, and that final order was — that has to go 
through a hearing procedure because he has some fundamental due 
process rights. We designated his operating authority for hearing. 
He didn’t show up. And at that point we revoked his license. 

Senator Collins. It is my understanding that the FCC sent a 
number of notices over the past 3 years, though, and that all of 
them came back as either refused or no addressee or unclaimed, so 
that it was evident pretty early on that you weren’t going to be 
able to find him. 

Do you think the FCC should have acted sooner? 
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Mr. Kennard. I think the FCC should act as quickly as possible 
on all slamming complaints. I think it takes too long. Fletcher is 
not the isolated instance of that. 

Senator Collins. Do you believe that the major carriers who 
dealt with Fletcher who realized that there were problems here, 
that they had very questionable letters of authorization, that he 
was combining the LOAs with the sweepstake offer in contradiction 
to your regulations, do you think they had an obligation or should 
have an obligation to report to you when they uncover a case where 
your regulations are not being followed by a company they are 
doing business with? 

Mr. Kennard. Yes, I like this provision in your legislation which 
requires the carriers to notify the FCC when they become aware 
that there is a problem. I think that that would be a helpful solu- 
tion. 

Senator Collins. One of the troubling facts that we learned dur- 
ing this investigation is that sometimes the long-distance carriers, 
the major carriers, the facility-based carriers, are not checking to 
see whether there is a tariff before doing business with a provider. 
And in the Fletcher case, as you have pointed out, he registered 
with you or filed the tariff for a couple of his companies, but he 
didn’t with others. 

Should there be some sort of requirement that there be a check? 
My concern is that were it not for the notoriety that our investiga- 
tion has given Mr. Fletcher, there would be nothing to stop one of 
the carriers from doing business with him tomorrow, despite your 
order barring him, because they are not checking with you. 

Mr. Kennard. Well, this goes back to what I believe is the single 
most important thing we can to prevent slamming, and that is to 
take the profit motive out of it. If carriers knew that companies 
that they deal with, if those companies got involved in slamming, 
that they weren’t going to be able to remit any funds to the car- 
riers, I think that they themselves would be more vigilant in polic- 
ing the kind of people that they do business with. So I think it all 
comes back to that. 

Senator Collins. I think that is a powerful improvement, and it 
is one that I know you are working on from a regulatory perspec- 
tive and we are working on legislatively. But that assumes that the 
consumers realizes it. And when you have a company that is 
named “Phone Calls,” the consumer is not going to realize it. And 
that is why I think we need to look at that aspect of the problem 
as well. 

Mr. Kennard. I agree. 

Senator Collins. It is also troubling to me that GAO testified 
this morning — and I don’t know whether you are aware of this — 
that they believe that Mr. Fletcher is still in the long-distance busi- 
ness. Were you aware of that prior to the testimony this morning? 

Mr. Kennard. Frankly, I don’t think anyone knows where Mr. 
Fletcher is or what he is doing. We have been in contact with var- 
ious law enforcement authorities through our field offices and else- 
where, and we have not received any definitive information about 
what this man is doing or where he is. 

Senator Collins. Part of taking the profit out of slamming is 
making sure that the fines for slamming are sufficiently high so 
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that slamming doesn’t pay. Would you support an increase in the 
civil fine authority such as suggested by the legislation that Sen- 
ator Durbin and I have introduced? 

Mr. Kennard. Yes, I think it is important to send a signal to all 
carriers that slamming is a serious offense, and one way to do that 
is to make sure that they understand that if they get sloppy, even 
if it is not an intentional violation, they need to be vigilant to pre- 
vent this sort of activity. So I think that increasing the level of 
fines is a helpful thing. 

Senator Collins. Because right now some companies are treat- 
ing the fines as just a cost of doing business, so I think that is part 
of taking the profit out of it for them. And that is something that 
I do want to pursue. 

Just so I get you on the record, we talked earlier about the fact 
that intentional slamming is now currently a separate Federal 
crime, and the legislation that Senator Durbin and I have intro- 
duced would make intentional slamming possibly subject to crimi- 
nal penalties in the more egregious cases, such as Mr. Fletcher’s. 
Would you support that provision? 

Mr. Kennard. I think that would be helpful. I think we have to 
be very careful to make sure that we are clearly defining intent, 
because under any criminal statute, as you know, you have to be 
very, very explicit about that. 

Senator Collins. Right, and there is, I should mention, some 
changes in long-distance service that do occur because of error. But 
that isn’t really what our bill is designed to do. We want to get 
after the intentional, deliberate use of slamming. 

Mr. Kennard. Right. 

Senator Collins. One final issue that I want to talk to you about 
is the actions taken by State governments. I am concerned about 
the disparity between the slamming penalties imposed by the 
States and those imposed by the FCC. And we have got two 
charts — J and K,i that compare the slamming enforcement actions 
as of April between the Federal Government and aggregating the 
States. 

Now, you have recently imposed a very hefty fine on the Fletcher 
companies of $5.6 million, I think it is, which we could add to the 
$1.8 million. But you are still substantially below the amount of 
money that has been imposed by the States. 

Do you think your enforcement actions have been tough enough 
using your current authority? 

Mr. Kennard. I think that for the egregious violators we should 
have more stringent fines. It is important to understand some- 
thing, though, more about just the gross numbers in understanding 
how the enforcement process works. 

At the FCC today, the staff is delegated authority to issue a for- 
feiture in the slamming area for up to $80,000. And so if the fine 
is issued at the staff level, it can move more quickly because we 
have more resources at the staff level. It avoids the process of 
bringing the complaint up to the Commissioners and having a full 
Commission vote. So it is faster. 


^See Exhibit 39 (j) and (k) of the April 23, 1998 hearing in the Appendix on pages 243 and 
244 respectively. 
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In cases where we can get the attention of the carrier with an 
$80,000 notice of forfeiture, and when they cooperate with us and 
we bring them in, it is often more effective if we levy a smaller 
fine. Or, stated another way, sometimes the size of the fine is not 
as relevant as our ability to get the carrier to the table so we can 
negotiate a consent decree and actually enter into a long-term mon- 
itoring arrangement so that the carrier has to report to us on reme- 
dial efforts they have taken, for example. So it is a little misleading 
to look at just the gross amount of the fines to evaluate the level 
of our enforcement activity. 

There is a fundamental matter. We are not in competition with 
the States in levying fines here. As I said before, we invite the 
States to be in this area. We want them to be active. We want their 
enforcement to be effective. And we are not trying to levy more 
fines or fewer fines than them. 

Senator Collins. I understand that, but the States generally 
have not only imposed higher fines and tougher penalties, but they 
have acted much sooner. And I think that is really critical because 
you have cases where slamming can go on for a very long time 
while the FCC is going through its processes. 

So I think that one thing that we need to look at is how can we 
act more quickly in addition to imposing heftier fines. 

Mr. Kennard. Well, some States have; some States haven’t. The 
point is that I agree we need to expedite the processing of these 
complaints. But, again, we don’t want more complaints. We want 
fewer complaints. And I am convinced that issuing huge fines is 
not going to deter all the slamming complaints. Some it will. Some 
it won’t. We have to take the economic incentive out of slamming 
to solve this problem. 

Senator Collins. I agree we have to take the economic incentive 
out of slamming. Slamming cannot pay. It does now. We also need 
to try to prevent those bad actors from getting in in the first place, 
and we need to send a very strong message that it is not going to 
be tolerated. And I think having criminal penalties available, hav- 
ing tougher fines, would deter some people. 

Right now it can be treated as a cost of doing business, and cer- 
tainly the availability of criminal penalties and tough fines sends 
a far different message from the Federal Government about our se- 
riousness in combating this problem. 

Mr. Kennard. That is a fair point, and I intend to direct the 
FCC staff — in fact, I have directed the FCC staff to revisit the level 
of the forfeitures that are being recommended so that we can up 
the ante for these sorts of violations. 

Senator Collins. I think that would be very helpful. I don’t want 
to dwell on this point, but I want to show you one more chart ^ 
which looks at a number of companies against whom there have 
been considerable slamming complaints. And, again, it compares — 
the State actions are in red, the Federal actions are in green. I 
would just urge you to take a look at that, because I think right 
now that the message is being sent that the Federal Government 
is not really committed to cracking down on this problem. 


iSee Exhibit 39 (k) of the April 23, 1998 hearing in the Appendix on page 244. 
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One final question on the issue of the States. When the States 
take enforcement action, does it trigger a review by the FCC? Is 
there coordination or some sort of reporting by the States to the 
FCC when they take enforcement? 

Mr. Kennard. Not on each individual action. We are in regular 
contact with the State public utility commissioners, the National 
Association of States Attorneys General, to share information and 
enforcement techniques. But there is not a formalized notification 
system. 

Senator Collins. Thank you very much, Mr. Chairman, for your 
testimony. I suspect that some of the other Members who were not 
able to get back due to continuing activity on the floor may have 
some questions to submit for the record. We look forward to work- 
ing with you to solve this problem. 

There is no doubt in my mind that deregulation has had many 
good benefits for consumers, but that it has also been an open invi- 
tation to scams and fraud by the unethical providers. And that 
doesn’t mean that we shouldn’t continue to deregulate the market 
and promote competition. But legitimate providers are harmed just 
as much as consumers are by the actions of companies that slam. 

We have an obligation as we pursue deregulation to not forget 
about the consumer and to put in place consumer protections that 
perhaps were not needed in a regulated environment. It is clear to 
me from the two hearings we have held, plus our 6-month inves- 
tigation, that the existing enforcement actions have been woefully 
inadequate and that current laws aren’t strong enough, that you 
don’t have all the tools that you need to cope with this problem. 
Otherwise, we wouldn’t see it keep continuing to spiral ever up- 
ward. 

The FCC can’t treat slamming as a technical or an administra- 
tive problem that can be solved with polite warnings. I think we 
need far tougher and more aggressive action. 

Senator Durbin and I will be working with our colleagues, espe- 
cially Senator McCain, who has reported some slamming legisla- 
tion. We have already talked to Senator McCain about strength- 
ening the bill that was reported by the Commerce Committee. We 
want very much to work with you. Our goals are very similar. 

From my perspective, it seems to me that we need to take three 
actions legislatively: 

First, as you have emphasized throughout your testimony, the fi- 
nancial incentive for slamming must be removed. Under the cur- 
rent law, the slamming carrier gets to keep the money from its 
fraudulent activities. Consumers should be able to refuse to pay the 
unauthorized carrier. Crime shouldn’t pay. There should not be a 
benefit for slamming people. I know you have proposed going even 
further, and we have talked about ways to set that up that might 
go even beyond what we have suggested. 

Second, penalties for slamming must be tough enough to stop the 
problem from growing each year. That is the situation we are in 
now. It seems to me that the companies are treating the fines as 
just a cost of doing business, that in many cases they are not going 
to be caught at all, so they are never going to be subjected to pen- 
alties. 
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And, finally, I believe that we must establish criminal penalties 
for cases of intentional, deliberate, repeated slamming. Currently, 
it is not a crime and, thus, the people like Daniel Fletcher in this 
world can pretty much get away with this activity. 

I am going to continue to work with my colleagues on this Sub- 
committee and also with you, and I would appreciate any advice 
that you might have for us as we pursue this initiative. 

I want to thank you very much for being here today. 

Mr. Kennard. It is my pleasure. 

Senator Collins. And we look forward to working with you. 

Mr. Kennard. Thank you. 

Senator Collins. I want to thank the Subcommittee staff who 
worked very hard on this investigation, especially John Neumann, 
Kirk Walder, Tim Shea, Lindsey Ledwin, Mary Robertson, and 
Steve Diamond from my personal staff. 

I appreciate your being here today, and the Subcommittee’s hear- 
ing is now adjourned. 

[Whereupon, at 12:43 p.m., the Subcommittee was adjourned.] 
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Good morning. My name is Susan Deblois, and I live in Winthrop, Maine. It is 
a pleasure to be here this morning to tell you about my experience with telephone 
slamming. 

I was slammed in early 1997 by a company from Texas called Excel 
Communications. At the time I had my long distance service provided by MCI, and was 
very satisfied with their service. I had been with Excel Communications earlier, but 
switched to MCI and had used their service for about two months. Excel may have 
slammed me because they had my name and number as a previous customer. 

I learned that I had been slammed when MCI called and asked why I had switched. 
I was both shocked and suiprised as 1 had not authorized any change in my long distance 
service. In fact, I had told MCI that I didn’t want anyone to be able to change my phone 
service. I never received a call, or any notice, asking or telling me about any changes in 
my phone service. 

I was very upset that I was slammed because I had two 800 numbers and a calling 
card that my two college-age daughters (one in New York and one in Massachusetts) use 
to call home and make other long distance calls. In addition, my husband and I travel 
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frequently. Had there been an emergency with my daughters or while my husband and 
I were traveling, none of our &mily would have been able to make a long-distance call 
using our MCI numbers. While my dau^ters would have been able to call home collect, 
if they would have reached my answering machine, they would have been unable to leave 
a message. 

It was difficult for me to get switched back, but I was able to r«um to MCI after 
after calling them and explaining the situation. I did pay one bill to Excel of about $50, 
and had to pay some extra fees to MCI because I had not stayed with them for three 
months, both of which I probably should have contested. But, 1 was in graduate school 
at the time, and was very busy, and just wanted to have the problem resolved. 

I hope my etqjerience with slamming is of assistance to you in your efforts to stop 
companies from doing this in the future. 


# 
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In lime of 1997 1 recdved a certified, return recdpt letter from Mimmum Rate Pricing. 
Incorporated and found typical advertising propaganda inside. Because I recdve so much of this 
type of unsofiched mail I read only the opening paragraph of their letter which b^tan with a 
greeting thanking my household for using Mtniimjm Rate Pricing's telephone services. My family 
customarily tasks me with the responsibility of searcMng out the best long distance phone service, 
but just to be sure, I checked with my hus^nd and son to be sure neither had spoken with a 
idepliouc iqnesenUilive Wlien tht^ cunTirmetl tiwl tiiey liad not aulhot Ued any change in our 
tel^hone service, T becama a Kttle hrttalad with the dramatic return receipt tactics of the letter 
but figured that rince we had not signed up with Utis company the correspondence was of little 
consequence. Usually I would toss such literature in the trash but I had been waiting for a friend 
to send infbnnation about another long distance carrier. Unidial, so I held on to the Minimum 
Rate Pricir^ letter until I could check with my friend to see if there was any connection between 
the two companies. 

My eon left for college in Ute June end I got serious about ehanging our long distenee earner to 
Unidial because they provide an attractive calling card service for students When I contacted my 
local telephone carrier to switch from our long time long distance carrier. AT & T. to Unidial, I 
was informed that I had baan changed savaral waaka aarliar to Minimum Rata Pricing I asked 
1^0 changed the service and they explained Miitimum Rate Pricing had made the change. My 
response was "They can't do that!". The very polite customer service representative explained to 
me that companies can switch your service without any written authorization. She fimher 
expluned to me that it was possbie to ftiace a lock on your service through your local carrier so 
which would require that any future chMges be made by the customer personally. I proceeded lo 
change my long distance carrier to Unidial and placed a lock on my service. 

Angered by the unauthorized change, 1 seaiched tinougli iiiy uiiltled ducuineiiis atiO found ihc 
Muunnim Rate Pridng letter.. .and read the whole thing this time. I found mixed in with the 
various pages orinfuiiiialiun a 3 X 5 card with a plate to request additional infonnaliun about die 
company. Listed at the very bottom of the card was the option to "cancel the order". I felt T had 
been tricked f wondered how it was possible for a company to change your telephone service 
simply because you did not respond within a ^ecified amoum of time telling them you don't want 
their service. How could H be that the burden was on the customer to respond in order for them 
to keep the status quo? 
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Fow things in life get my blood boUing. but for days after learning that companies can unilaterally 
make such changes, the feding that I had been violated had not subsided I wrote to the FCC 
stating that I felt it should be illegal for companies to change long distance carrier serrice without 
the customer's expressed permission. Secortdly. 1 suggested that if such an unauthorized change 
is made, the guQty ctmipany should be respon»bie to pay the origind telephone carrier for all 
costs associated with correctiitg such changes 

When I sent the letter I expected that the stafFat the FCC wouM be much too busy to respond to 
such an isolated issue. To my surprise I received an actmovdedgeuient letter from the FCC and 
later recdved c^nes of correspoiidciice firom my local carrier and hfinimum Rate Pricing, the 
origiaals of which I believe wore se>x to the FCC. The local carrier's req>oiue was simply a 
history uf what changes had been made on wh^ dates The h^nlinuin Rate Pricing response 
asserted that it had fidlowed all required procedures, induding the independent veriiication 
process whereby they claim to have recorded my husband’s voice when he gave authorizabon to 
change the service. My uid 1 chudeted at their response because we both know how 

rude and abrupt he is to all tel^hnne sdidtors. Even if he had experienctKl a brief spell of 
patifflce, he never would have endured the soHcitation through to the venftcation process and in 
ttict, be did not recall ever reoeivins a coll from any talephone carrier dtiring the penod in 
question. 

Phone slamming not only eSSects houidiotds; it impacts municipalittes and businesses also The 
phmie service Ibr my en^>luyei. the Town of Farmington, was changed ftnm AT & T to World 
Tel in mid-January wither the proper authorization. It is difficult to track the history behind this 
type d* phone service diaflgeK>ver in large orgaruzations. but we bdieve World Tel made the 
change based on thdr conversation with one of the Town's recreation department staff memb^s 
who is not authorized to make such a change. It is imperative that telephone companies making 
such solidtations be required obtain written permission from the person authorized to obligate the 
organization 

My stories are not sensational. They are not newsworthy. They are not even paiticulariy 
interesting to outsiders. But 1 cant help wtMidering how many others are experiencing similar 
friistrations Because the practice of phone slamming is a quiet and seemingly innocuous, it 
receives little attention. Thus unscniptilous companies continue to get away with this form of 
stealing. I applaud Senator Collins for bringing this issue to light in Maine From what 1 have 
learned since I was tdephone slammed, what you will hear today is only the tip of the iceberg I 
Iw^ the good Senator succeeds in bringing about legislation to prohibit these practices and also 
hope she is able to help educate the public r^rding the locking mechanism available ihrough 
local phone companies so citizens can protect their right to select their long distance carrier until 
proper corrective legislation is enacted. 

It is sn honor lu give testimony at this hearing and I thank you for your lime 
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Mermaid Transportation Company is a small Maine owned and 
operated business that was established in 1982. Our primary 
business Is our five trips dally from Portland, Maine to Boston’s 
Logan Airport and back. We also have an extensive charter business 
that caters to business and private groups. 

Virtually all our business is conducted over the phone. 


Our business was “slammed* on Friday, October 3rd sometime 
after business hours, all our phone lines were “slammed* by 
Business Discount Plan, a Long Beach California company that had 
acquired our name from AT&T. AH four of our phone lines were 
‘stolen* without authorization. 

We were completely unaware of this seizure until sometime 
the next day when an office staff member thought our in-state lines 
were out of order because we could not access them by dialing a 1 • 
700 code. The condition continued the next day, Sunday. By Monday, 
October 6th, we realized after calls were made to Bell Atlantic and 
OneStar (the carrier who handles our in-state and out-of-state 
service) that our lines had been ‘slammed* 

This seizure disrupted our business (which is dependent upon 
making and receiving long distance and intrastate calls) for four 
days and required hours on the phone with Bell Atlantic and our 
carrier OneStar to rectify the matter. 

When I asked Bell Atlantic how this could happen and who 
could have given AT&T our numbers they could not respond with an 
intelligent answer. 
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Furious and frustrated, I was about to put this matter behind 
us when I received a call from AT&T wanting to know why we had 
switched from them and wanting switch us back. I immediately 
asked for the supervisor who then would not give me his name nor 
the department at AT&T he was calling from. He then came up with 
another number at AT&T that he said would help us. It turned out to 
be Small Business Billing, which had nothing to do with the matter. 

I told AT&T the details and the solicitation call from AT&T 
from an anonymous department and manager. They looked up our 
numbers and said that they sell blocks of time to outside carriers 
who “Slam’ these numbers. When asked just who they sold our 
numbers to they said they could not reveal that information. I feel 
that AT&T is certainly not off the hook here (pardon the pun) just 
because they sold time to someone who has acted unlawfully. 

With some further investigation I was able to find out that 
Business Discount Plan was the party that seized our lines. I called 
them for an explanation and they insisted that a woman in our office 
had authorized the switch back In July. I said that was impossible 
because I knew that she would not have allowed this to happen and 
that she did not have authorization in her job capacity to do that. 

The person from Business Discount Plan said he had a tape. I told 
him that I would be delighted to listen to it. He said he would have 
it in a few days and play it for me. That was in November and I have 
never heard the tape. 

“Slamming’ is unfair and I believe infringes upon individuals’ 
and business* privacy. If electronically they can steal your phone 
lines, why could they not tap or play havoc with your incoming and 
outgoing calls? 

I also believe that they are preying upon the elderly with 
deceptive mail or just unauthorized “slamming.” Unfortunately, the 
elderly sometimes don't understand what Is going on or feel that 
they cannot change the situation. 
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In January I again received a phone call from Business Discount 
Plan to check and see if certain charges had been removed from our 
bill (which they had), i asked the person on the Kne about the tape 
that never surfaced, and she replied that her office was separate 
from Business Discount Plan’s office and that she worked for a 
telemarketing firm. 

Back In October I contacted the FCC and the Maine Public 
Utilities Commission about this. But the FCC wants names and other 
information that we cannot get because these people will not 
identic themselves. In fact, they are representing themselves as 
AT&T. Frankly, this is a federal matter because most of these 
infractions are coming from out of state. 

Something must be done to penalize these unauthorized 
“break-ins." It seems now that the perpetrators are making a lot of 
money and get a slight slap when caught (at best) and the victims 
are required to put the pieces back together — which is time and 
money consuming. 



94 


THE NIGHTMARE OF TELEPHONE “SLAMMING” 

Tesftaicaiy of the NatioBal Osnsumm League 
to the Senate Permanent Subcommitee on Investieations 
by Susan Grant 

Vice Fr^ident of Public Policy and Director, NCL*s National Fraud Information Center 
February tS, 1998 

The National Consumers LeajEtue, AmeHca’s pioneer consumer oreanizatton, appreciates 
the oiworfenity to tH’ovide the Senate Permanent Subcommitee on InyesAigations with in^sht into 
the dark side of telephone competition ~ slammina. The risina problem of unauthorized carrier 
switching is a niidHmare for the vrctims and threatens to undennine the benefits of increased 
competition for telephone services NCL is a private, nonprofit organization that has represented 
consumers in the marketplace and the workplace since its founding in 1899. 

NCL’» Rrit in fightiiMi Ttltiilunt-RriiHHl fniHil Mil AbHit 

NCL has taken an active role in educating consumers and advocating for appropriate 
ojnsumer protections concerning telephone-related fiaud and abuse. In 1992. NCL created the 
National Fraud Information Center, a unique hotline service. I -800-876-7060. which consumers 
can call for ad'dee about telephone sdidtations and report possible fiaud and deception The 
NFlC's services were expanded in 1996 with the launch ofits web she. http;/Avww. 
fraud. org. through which consumers can make inquiries and report fraud. With the advent of 
scams in cyberspace, the NFIC now also offers advice about and takes r^orts of fraud 
perpetrated through online services and the Internet. 

Consumers’ fiaud reports aro uploaded d»lv bv the NFIC to the database maintained bv 
the Federal Trade Commission and the National Association of Attorneys General. The NFIC 
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also relays selected fiiudreiKHts to over 160 individual ftdend. state and local law enforoement 
aeencies who have arranged to receive them. This alerts them to scams they may wish to 
investipate and isovides the documentation needed to shit down ftauduleiM oneruions. 

The iiree consumer and law enforcement services that we provide are supported by the 
menbas of the National Consumers League and comrilxitkHa foan corporations and trade 
associations that are concerned about consumer baud and himess in the maiketplace. 

NCL also coordinates the Ailiance Against Fraud in Telemaiiceting. whidi is comprised of 
representatives from consumer groups, law enforcement and regulatory agencies, trade 
associations, telephone carriers, credit card companies, and other business interests The AAFT 
comhicts meetings and produces materials designed to educate its menfoers and the puUic about 
teleDhone>related fraud, including unauthorized carrier switching. In addition. NCL works with 
the media, and in partnership with other groups, to raise public awareness about how to navigate 
the new telecommunications marketplace. 

Slamming is on the Rise 

Last veer, the number of reports made to our National Fraud Information Center about 
problems with carrier switching increased steadily. In the first sb< momhs of 1 997. we received 
221 reports: bv the end of December, the total was 810. making carrier switcinng the £bh most 
freouent problem reported to the NFIC. Of those, fewer than 5 percent concerned situations in 
which consumers voluntarilv switched service on the basis of what they contended were price 
misrepresentations. The vast matoritv of reports were about unauthorized switching. 

However, we know that what we are hearing is iust the “tip of the iceberg.” Actmrding to 
a Louis Harris & Associates survey commissioned bv the League last September to look at the 
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affects of idephone compelitioii in three Midwest mirtcets. Chicago. Detroit/Grand Rapids, and 
Milwaukee, neartv one-third of the respondents had been slammed themselves or knew someone 
who had. Oidy 7 percent complained to a ftovonmem apency, 2 percent to a group such as ours. 
Most complained to the slammer, the original cturier, and/or the local exchange carrier. 

In fecy, the local telephone companies are probaUv the best sources of statistics on 
slamming, sinoe they provide the switching and billing services for other telephone service 
providers. For example, according to Ameritech, which offers local exchange services in 6ve 
states in the Midwest, the company received 1 l$.9S8 slamming complaints in 1997. From 
January to June of 1997, the number of slamming coogilaints was 4S,7S4, nearly double the 
25,285 slamming complaints the company received during the same period in 1996. In the last six 
mornhs of 1997 Ameritech received 70,204 additional slamming complaittts. And in January of 
1998, the company received more than 1 5,000 slamming complaints, the most in any single month 
so lar. These escalating numbers, while alarming, probably do not include every unauthorized 
switch, since not all consumers complain or even realize that they have a problem. 

Who is Slamming Consumers? 

In reviewing the reports we received in 1997 about unauthorized carrier switching. I found 
that fewer than 10 percent involved the maior, wdl-known carriers. One reason why slamming 
occurs, even with leghimate telephone service providers, is that they may hire other companies to 
market on their behalf Since those marketers ate often compensated on a commission basis, 
there is obviously an incentive to claim that consumers agreed to switch, even when they did not. 

More than 90 percent of the slamming reports we received last year were against resellers 
of telephone service or the billing aggregators, or middlemen, who sometimes act on their behalf 
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While of the slamming reports concerned !ong>distaf^ s^vice, some consumers reported 
unauthorized switching of local toll and local telephone sovice where comt^ition for those 
services encists. 

Anyone can be a telephone company now. It is not necessary to build your own 
infrastructure; you can simply purchase telephone service in bulk and resell it to consumers. That 
is undoubtedly creating more choices artd, in some cases, more competitive pricing. But because 
the telephone system is based on faith, the faith that change orders and orders for optional 
services submitted to the local exchanges truly r^ect consumers' decisions to purchase those 
services, it also crates a wonderful opportunity for crooks to fnnidulently bill consumers, and to 
use their local tdephone companies to collect the money for them. 

In most cases, consumers have never heard of the companies that Cammed them. Our 
Harris mtvey confinned that 80 percent of the respondents with slamnung experience did not 
even krow that they had been victimized until they reedved their bills. And sometimes it is xmt 
obvitMis that there is a differ^t company name on part of the bill, e^)eciaUy since t^^;)hcme blUs 
now run several pages. Because the rates that slommers charge are invariably much higher than 
the consumers* ori^nal carriers, the first tip-off that there may be a problem is often the fiict that 
the bill sems unusually high. Another way that consumers may discover they have been dammed 
is if their original carriers contact them to say “goodbye.** In some cases, consumers only find out 
that they've been switched when their calling cards ot other optional services no longer wc^. 
Htm PiKi Stowmim QcqiiT 

Many consumers have no idea how their service was switched, since they do not recall 
having any conversation or other contact with the companies that now appear on their bills. They 
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are forced to reconstruct what might have happened or to ask the slammer how authorization was 
supposedly given. 

The most commcm appears to be the bSting consolidation pitch: a call is placed to a 
residoice or business by someone purpcHtii^ to be from AT&T or the local telephone company in 
that area. Whoever answers the phone, whether he or she is the tdefrfiCHte account holder, is 
informed that it is now possS^ to get ah telephone carriers ctmstrfklated on one bill ~ in foct, in 
some cases, the caDer says that it is now numdatory under FCC regulatkms or federal law fi>r bills 
to be consolidated. The person answering the phone says, ‘‘sounds good to me,** not realizing 
that, in most cases, telephone services usually consolidated on one biO already, and never 
intending to switch service. Infiict, the consumer is often explicitly assured that this will not 
change anything r^ardtng your service. 

Another variatkm on this scheme is the discount plan scam, where a g ai n the callers 
pretend to be consumers* existing carriers and announce that be caus e they are mch good 
customers, they are eligible for special discounted rates. Again, the connimers say, “great,** only 
to be hit later with much higher rates by companies with whom they never agreed to do business. 
There are many other ways that consumers are unwittingly switched, tndudii^: 

• scKneone in the hous^ld signing up to receive coupons ft>r products or to enter 

sweepstakes without realiring that in the fine print, they are agreeing to switch their 
telephone service; 

• receding calls fixHn companies pretending to be their existing carriers, askii^ if they are 
satisfied with their service, or from organizations supposedly conducting wrveys. If 
whoever answers says yes to any of the questions, thdr answers are taped and then 
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presented later as proof of authorizatioD, 

• asking for written infoimation in response to a telephone solicitation — somethhig that we 
always encourage consumers to do - and then having their service switched: 

• 6iiii% to lespcsid to native option notices that they think ate simply junk m^, when in 
fact their service will be switched to the sender’s company unless they give notice that 
they do not warn that to happen. 

The creativity of stammers is boundless. In one instance, the consumer said that be was 
contacted by someone who told him that he had reached his credit limit with his tegular carrier 
and had to switch to anmher in order to keep making long distance calls. 

In another especially inventive scam, the consumer was lured to calling a number in 
response to an advetisement for doing tdemarketing work at home. He later lecmved a notice 
that his service was switched and that, in addition to his calling charges, he would be assessed a 
$10 monthly fee for “tracking” his work. We have received other reports from consumers about 
slamming that occurred as a result of responding to ads for employmem. 

We have also heard from some consumers who said that they wme contacted by 
companies claiming to have purchased their old debts, unrelated to phone services, and 
threatening to proceed with collection unless the consumers switched their phone service to them. 

Finally, consumers can be victims of “phantom switching." The Illinois Attorney Gesteral’s 
Office brought action against one company that was accused of picking consumers with Latino 
names out of the phone direaoiy and submitting change orders with their names and numbers to 
the local exchange carrier, without having any contact with those consumers at all. 
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Many consumers report being slammed multiple times — one man was slammed by the 
same company seven times. Some also report being billed by the unauthorized carrier for 
additional unwanted services, such as voice mail and pa^ng. 

Difficulty Reaching the “Slammer** 

When consumers discover they have been slammed, they are shocked and outraged. But 
that is only the beginning of their ordeal. If they call the company listed on that section of the bill, 
it may be the slammer or a billing aggregator acting on behalf of dozens of tdephone service 
providers to make billing arrangements through the local telephone company and supposedly 
handle disputes. However, many consumers report that there is no answer at the number listed on 
the bill or the line is always busy, or they just get a recording, or the company representatives are 
abusive and hai^ up on them. They do not know what to do next, and they do not even know for 
sure vdio their complaints are against, because the Act that there can be more than one company 
name involved is very confusing. Furthermore, there is no address on the bill for either the 
slammer or the billing i^^^tor, if there is <M)e Hiis makes it difficult for the consumer to 
notify the company of the dispute and to report the fnud to an agency or organization such as 
ours. 

In addition, consumers have comi^ained that there were assured the charges will be 
adjusted and their service switdied back, only to find out later that those promises were AJse. 
PrabteM with Pmof of Authorjaatiow 

When consumers do manage to reach the slammers or their representatives and questkm 
the autbwization for swhdiing, the proGf th^ is offered is often Abricated. For instance, 
consumers report that: 
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• the signatures on written authorization forms were foiged; 

• the audio tapes were doctored so that “yes” answers in response to questions unrelated to 

switching telephone service were used as proof of authorization; 

• the names of the people who supposedly agreed to switch were unknown to them; 

In one case, the person who purportedly authorized the switch was loi^-deceased. 

Frequently, the companies claim to have audio tape recordings of the agreement but rcfiise 
to play them. One consumer said that the company eventually said there was a problem with the 
tape and it was blank. Another contended that he was out of town on business and there was no 
one else home when the conversation supposedly occurred. In some cases the people named as 
agreeing to switch were children, who cleariy had no authority in that r^aid. 

DHKcnltv Resolvine Billina DianuSei 

In addition to being charged exorbitant amounts, slamming victims repotted that they were 
charged for the same time period by more than one company, that they bad difficulty getting 
adjustments or refunds for overcharges, and that they were threatened whh collection or loss of 
telephone service if they refused to pay disputed charges. Consumers also complained that they 
were unable to get reinstated in special calling plans or programs with their original carriers and 
lost other pretmums as a tesuh of beit% slammed. 

In some cases, slamming victims also reported that they had difficulty getting switched 
back to their original carriers, and were required to pay switching fees, even though the FCC rules 
provide that they should be switched back at no charge. Furthennote, many consumers who 
contacted us about slamming were unaware that they had the right to pay only the amoum that 
their original carriers would have charged for the calls in question. 
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In our Louis Harris survey, 80 percent of the respondents said that their slamming 
problems were resolved, but a third described the process as veiy diffi cult or somewhat difficult. 
Twenty-six percent said it was somewhat easy, while another third said it was very easy. 
Consumers who talk to our fiaud center counselors express the strong belief that their right to 
choose their telephone carriers should be protected. They feel that it is unfeir to have to spend 
their time and energy going around in what often seems like endless circles to resolve problems 
that were not of their making. Obviously, legitimate carriers also suffer from unauthorized 
switching of their valued customers. 

How to Ston Slamming 

Consumers have lost control over their telephone service. The promises of 
telecommunications competition are outweighed at this point by the potential for fraud and abuse. 
We cannot go back to the days of one phone company, nor should we. But in amidpation of 
even more competitive pressure as the market for telephone services expands, stronger measures 
are needed to protect consumers and ensure a level playing field. 

We believe that there are several crucial steps that must be taken to stop dainmiiig and 
create a fiur competitive environment. 

1 . Ban “negative option” promotions for telecommunications services. Consumers feil to 
grasp the fact that if they ignore these solidtations, they are agreeing to purchase the services. 

2. Change the verification process for switching. Written or taped authorization does not 
woik because it can be Griied. Furthermore, there is no requirement that proof of authorization be 
submitted along with the change order to the local exchange carrier. Rather, the authorizatioo is 
only provided after the damage has been done, if the consumer questions the switch. 
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One idea that we have suggested is that consumers be issued PIN numbers by their local 
exchange carriers when they first obtain service. Consumers’ service could be switched only if the 
they provided their PIN numbers to their desred new carriers, who would submit them for 
confirmation to the exchange carriers with the change orders. To avoid the potential problem of 
consumers’ service being repeatedly switched once their PIN numbers become known, consumers 
could be given itew PIN numbers by their local exchange carriers each time th^ changed any of 
their telephone service providers. 

Alternatively, there could be a requirement that consumers be notified in writing by their 
local exchange carriers whenever change orders have been submitted. Consumers would have to 
respond afiSrmatively within a certain time period or the change would iu>t be made. 

3. Require that the address of the telephone service provider or its agent be provided on the 
bill. This would help consumers dispute charges and report flamming incidents. 

4. Require telephone service providers and billing aggregators to meet specific minimum 
standards for handling consume disputes regarding alleged slamming. If those standards are not 
met, local exdiange companies should be barred fi'om preforming billing services for those service 
providers or billing aggr^t<KS. Any monies payable to the slammers should be forfeited and 
used for consumer redress and public education. In addition. Congress should consider the 
possibility of greater penalties for slamming. 

5. Give consumers the right to refuse payment to the slammers or their representatives. The 
most effective way to deter slamming is to prevent companies that chai^ consumers’ service 
without authorization from being able to reap the financial re>vard for doii^ so. While we 
support the idea that payments consumers have made to unauthorized carriers be passed back to 
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their or^mal ctrriers. we are not convinced that this would remove eodrdy the economic 
incentive for earners to slam, or that h would make consumers v^iole. Consumers will continue 
to pay, foarfol of losiiig their telephone service. And like other fraudulent telemarketing 
operators, some slammers wiO undoubtedly hide their ill'^otteo gains in <tf-sbore bank accounts, 
chan^ their company names, and continue in the same or some other m^al activity. Uhiniats^, 
recovery by the consumer or the origiaal carrier may not be possible, or could be greatly delayed. 
6. Improve the carrier fieeze optioo. With the carrier, or *‘PlCr freeze, consumers have 
more protection against unauthorized carrier swhefamg because their local exchange carriers 
cannot imptement any change orders without the consumers* direct authorization. However, even 
this option is not foolproof at fMesent. Some consumers* service providers are switched even 
when they have PIC freezes. One way that this apparently can happen is when the slammer is a 
resdltf of service fitxn the consumer's original carrier. For irutartce, if the consumer has AT&T 
long distance service and another company buys bulk service from AT&T to resdl, that compare 
may switch the consumer's long distance service to its own vrithout authorization, but the local 
exchange carrier may not be aware of that because its system cannot tell that there is a new 
company involved, since the ultimate tdephone service provider is still AT&T. 

There seems to be a disconnect between the telephone services and the billing services. 

An analogy is 900 number blocking, another free service that consumers can choose. While 900 
number blocking phyricalty prevents 900 numbers from being dialed from a consumer's home, it 
does not prevent fictitious bills for 900 number calls from being submitted through the local 
telephone company for payment. 
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CooadcnUe Imw is beag devoted to dcvdoiitiig new rftdepiioiie 

setytoferwiBchconsuiiiencaiibeciiiiged. Sorely resetreh should ilso lie conducted to 
devdop better ways to protect cotamnen from unauthorized cairier switciwg SKI other 
tehspboae-billed abuses. 

CenehiekM 

Finally, as our Harris survey shows, coRsumen are banaged by teiepboiie, snail and 
advertising solicitations fix' telecooununications products and services. They need more objective 
infirnnation about their choices and their legal rights. Government and the private sector should 
initiate and support more educational efibtts. The National Consumers League is leading the way 
with materials such as our “Make the CalT survival guide for consumers, available See in English 
and Spanish on the League’s weh site at littp:/Avww.natlconsumersleague.otg or by calling (800) 
35S-9NCL and spediytng the English or Spanish version. 

The problem of slamming has reached critical proportions, if adequate action is not taken 
to curb it, the marketplace fbr local and long distance telecommunications services will be a 
quagmire instead of the cornucopia that was ertvisioned as a result of increased competition. We 
look fitrward to working with die Congress aixl others to ensure that the telecommunications 
marketplace is fair and offers the benefits that consumers expect and deserve 

Respectfully submitted by: 

National Consumers League 
1701 K Street NW, Suite 1200 
Washington, DC 20006 
(202) 835-3323 
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Testimony of Daniel Breton 


My name is Daniel Breton and I am Director of Government Affairs 
for Bell Atlantic in Maine. I would like to thank the Committee and 
Chairman Collins for inviting me to testify on one of the most important 
consumer issues in the telecommunications industry today. 

The term “slamming” refers to the practice of changing a consumer’s 
preferred carrier without his or her permission. The Federal 
Communications Commission receives far more complaints about slamming 
than about any other common carrier practice. 

Slamming occurs because local telephone companies are required to 
implement presubscription changes for long distance companies. The 
overwhelming majority — more than 86 percent — of presubscription 
changes in Maine are initiated by the long distance company. That company 
typically places these orders electronically, by delivering a computer tape to 
Bell Atlantic, which Bell Atlantic then runs on its systems. These tapes 
automatically change the presubscribed carrier routing in our network and 
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make changes in the customer’s billing records. Consistent with FCC 
regulations. Bell Atlantic does not require any documentation from the 
carrier. However, the FCC requires that the carrier submitting the change 
retain documentation to verify that the customer actually requested the 
change. 

Bell Atlantic processes two kinds of presubscription changes in Maine 
— interLATA and, as of September 1997, intraLATA. In 1997, Bell 
Atlantic processed 363,199 interLATA carrier changes in Maine. 

IntraLATA presubscription began in Maine last year, and we processed 
82,795 intraLATA carrier changes for September through December 1997. 
To put these numbers in context. Bell Atlantic has more than 670,000 
subscriber lines in the State. 

Bell Atlantic does not know for sure how many Maine customers have 
been slammed. However, our records show that 643 customers in Maine 
said they were slammed in 1996, and 1582 in 1997. 

Customers often do not learn that they have been slammed until they 
receive their Bell Atlantic bill, which contains a notification of the change. 
Customers then typically call Bell Atlantic to complain. When a customer 
calls, our customer service representative establishes the customer’s identity 
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and then switches the customer back to the original carrier. The reps are also 
instructed to offer customers who have been slammed a “freeze” so that we 
will not process any carrier change request from a long distance company. 

(A change can still be made if the customer contacts Bell Atlantic directly.) 

We also advise the customer that we will remove any charge on the 
bill for having changed the carrier in the first place and waive the charge for 
changing the customer back to the original carrier. 

Bell Atlantic offers billing services to long distance carriers. Some 
such carriers, however, bill their customers directly. Carriers that use Bell 
Atlantic billing service send us information by computer tapes or electronic 
feed, which Bell Atlantic processes through its billing systems so that the 
charges are shown on a separate page in the customer’s Bell Atlantic bill. 
The first Bell Atlantic bill to a slammed customer may contain charges from 
the new carrier. When the customer calls our customer service 
representative to complain about being slammed and about the new carrier’s 
charges, the rep may also credit the customer for those charges. 

The FCC has rules that are designed to control slamming. A copy of 
these rules are attached to this testimony. The Commission currently has an 
open rulemaking proceeding in which it is proposing to strengthen these 
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rules. In that proceeding. Bell Atlantic has asked the Commission to adopt 
rules that ensure that the victims of slamming will pay nothing to the carrier 
responsible for the slamming. It has also urged the Commission not to 
impose any obstacles on subscribers who wish to fteeze their preferred 
carrier selection beyond the change verification procedures of the existing 
rules. Finally, Bell Atlantic asked that the rules that apply today to changes 
of interexchange carrier service be broadened to cover local service as well. 

There is no need for additional legislation at this time. The FCC will 
adopt new rules, and Congress should wait to see if they solve the problem. 

I would urge Members of Congress to continue to do the kind of thing that 
you ail are doing today — taking steps to alert consumers to this problem. 
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PART 64-MISCELLANEOUS RULES RELATING TO COMMON CARRIERS 
Subpart K~Changing Long Distance Service 


Sec. 64.1 100 ~ Verification of orders for long distance service generated by 
telemarketing. 

No IXC shall submit to a LEC a primary interexchange carrier (PIC) change order 
generated by telemarketing unless and until the order has first been confirmed in 
accordance with the following procedures: 

(a) The IXC has obtained the customer's written authorization in a form that 
meets the requirements of Sec. 64. 1 1 50; or 

(b) The IXC has obtained the customer's electronic authorization, placed from the 
telephone number(s) on which the PIC is to be changed, to submit the order that confirms 
the information described in paragraph (a) of this section to confirm the authorization. 
IXCs electing to confirm sales electronically shall establish one or more toll-free 
telephone numbers exclusively for that purpose. Calls to the number(s) will connect a 
customer to a voice response unit, or similar mechanism, that records the required 
information regarding the PIC change, including automatically recording the originating 
ANI; or 

(c) An appropriately qualified and independent third party operating in a location 
physically separate from the telemarketing representative has obtained the customer's 
oral authorization to submit the PIC change order that confirms and includes appropriate 
verification data (e.g.. the customer's date of biith or social security number); or 

(d) Within three business days of the customer's request for a PIC change, the 
IXC must send each new customer an information package by first class mail containing 
at least the follouing information concemii^ the requested change: 

( 1 ) The information is being sent to confirm a telemarketing order placed 
by (he customer within the previous week; 

(2) The name of the customer's current IXC; 

(3) The name of the newly requested IXC; 

(4) A description of any terms, conditions, or charges that will be incurred; 

(5) The name of the person ordering the change; 

(6) The name, address, and telephone number of both the customer and the 
soliciting IXC; 

(7) A postpaid postcard which (he customer can use to deny, cancel or 
confirm a sen'ice order; 

(8) A clear statement (hat if the customer does not return the postcard the 
customer's long distance serN'ice will be switched within 14 days after the date the 
information package was mailed to (name of soliciting carrier]; 



(9) The name, address, and telephone number of a contact point at the 
Commission for con^imer complaints; and 

(10) IXCs must wait 14 days after the form is mailed to customers before 

submitting their PIC change orders to LH[^s. If customers have canceled their 
orders during the waiting period, IXCs, of course, caru^n »ibmit customer's 

orders to LECs. 

[57 FR 4740. Feb. 7, 1992, as amended at 60 FR 35853, itUy 12, 1995; 62 FR 43481, 
Aug. 14, 1997; 62 FR 48787, Sept. 17, 1997] 

Effective Date Notes: 1. At 62 FR 43481, Aug. 14, 1997, Sec. 64.1100 was 
amended by revisit^ l»nigraph (a), effective Jan. 12, 1998. For the couvraieiax of the 

user, the superseded text is set forth as follows: 

Sec. 64. 1 1 00 Verification of orders f<w long distance service gea&sted by telemarketing. 

(a) The IXC has obtained the customer's written authorization in a form that 
meets the requirements of Sec. 64. 1 1 50. 

• • • * * 


Sec. 64.1150 — Letter of agency form and content 

fa) An interexchange carrier studi oNain any necessary written authorization frcmi 
a subscriber for a primary interexchange carrier change by using a letter of agency as 
specified in this section. Any letter of agency that docs not conform with this section is 
invalid. 

(b) The letter of agency shall be a separate document (an easily separable 
document containing only the authorizing language described in paragraph (e) of this 
section) whose sole purpose is to authorize an intercxchange carrier to initiate a primary 
intercxchange carrier change. The leiicr of agency must be signed and dated by the 
subscriber to the telephone line(s) requesting tlMs primary interexchange carrier change. 

(c) The letter of agency shall not be combined with irxiucements of any kind on 
the some document. 

(d) Notwithstanding paragraphs (b) and (c) of this section, the letter of agency 
may be combined with checks that contain only the required letter of agency language 
prescribed in paragraph (e) of this section and the necessary information to make the 
check a n^otitfoie instrument. The letter of agency check shal I not contain any 
promotional language or material. The letter of agency check shall contain, in easily 
readable, bold-face type on the front of the check, a notice that the consumer is 
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authorizing a primary interexchange carrier change by signing the check. The letter of 
ageiKy language also shall be placed near the sig^tature line on the back of the check. 

(e) At a minimum, the letter of agency must be printed with a type of sufficient 
si:^ and re^ble type to be clearly legible and must contain clear and imambiguous 
language that confirms: 

(1) The subscriber's billing name and address and each telephone number 
to be covered by the primary intemxchange carrier change order, 

(2) The decision to change the primary interexchange carrier from the 
current interexchange carrier to the prospective interexchange carrier; 

(3) That the subscriber designates the interexchange carrier to act as the 
subscriber’s agent for the primary interexchange carriw change; 

(4) That the subscriber understands that only one interexchange carrier 
may be designated as the subscriber's interstate or interLATA primary 
interexchange carrier for any one telephone number. To the extent that a 
jurisdiction allows the selection of additional primary interexchange carriers (e.g., 
for intrastate, intraLATA or international calling), the letter of agency must 
contain separate statements regarding those choices. Any carrier designated as a 
primary interexchange carrier must be the carrier directly setting the rates for the 
subscriber. One interexchange carrier can be both a subscriber’s interstate or 
interLATA primary interexchange carrier and a subscriber’s intrastate or 
intraLATA primary interexchange carrier, and 

(5) That the subscriber understands that any primary interexchange carrier 
selection the subscriber chooses may involve a charge to the subscriber for 
changing the subscriber's primary interexchange carrier. 

(0 Letters of agency shall not suggest or require that a subscriber take some action 
in onler to retain the subscriber's current interexchange carrier. 

(g) If any portion of a letter of agency is translated into another language, then all 
portions of the letter of agency must be translated into that language. Every letter of 
agency must be translated into the same language as any promottotm! materials, oral 
descrifHions or instructions provided with the letter of agency. 

f60FR 35S53.iuly 12, 1 995. as amended at 62 FR434g|.Aug. 14, 1997] 
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TesdMoqrttf 
ConmiiBionar Sasm Nea 
F«let»l OiwBminJcrtiim OwHnhdoa 

B^iretbe 

Pemniiieiit Saboommince on InvaMigitiaiis (GmnuDeatail AfCiire) 
Unitad Salts SeotlB 

FIdd Hetring: "SwitBliiiig Limg Distance Service. 

Wthont the ConseM ti die Customer {atuimAig)" 

ntrtbnd City Cotaidl 
Portleiid, Meine 


Febnmy !8, 1998 


you. Senator Collins, for inviting me to testify before you today on the 
in^Mrtant issue of telephone slamming, the practioe of dranging a consumei's long 
dtstfsKe canter v^outteconsuinei's knowledge and express consent 'nietecanbeno 
doubt that slamming, which deprives individual and business consumers of a ftndamencil 
— the ri^ to use tl«ir carrier of choice — has become a m^or pnfolem in the 
mdusUy. Wc at the Commission arc committed to diminating this practice through 
culemt^^ and enforcement actions, both o[ s^cfo I will describe for ycsu tod^, 

Slatiunos are nothing if ik» bold. Vkans of slamming moliKie Mcnfoers of 
Confess and foeir stafe as well as enqiloyees of the FCC. 

The Commission receives more complaints foout slamming than any cither 
tele|^on&-related complaint In 1997, we ha^ed about 45.000 complaints in total, 
dealing with sudi issues as hi^ diaiges for calls from payphones and for international 
calls. Over 20,000 of those conplarnis — almost as many as Icf all other cm^ories 
confoined — were for slammii^. In short, we are being cieluged with an increasing!)' 
large nuinte of complainis. Moreover, I understand fiOT my countapaits at the state 
public utility cotrarassions foat smtc le^^w are simitafy besiegcd. 

Becacse many slamnsd consumers grin and bear it, or resolve dieir problems 
without bringing foe matter to foe attention of government aufoorities, %ve don't really 
know bow mmy of the 50 million carrier selection rhanges each year result ftcrni 
slamming If just 1% were slamming changes — a voy conservative estimate - that 
would total over 500,000 slamming incidents each year. 

Not only is slamming a growing problei^ but it is also one that consumers care 
foout jHssionateiy. In con^Imnts to the Commission, consumers eommonjy use wcxds 
like “abused" "cheated,'' "pirated" "hi-jacked," and "violated" to describe how they feel. 
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Slammbg scenarios involve decqtive sweqstaloes, misleading ibnns, fisged 
rigoatises, and tetemaricetem wto do nM indemmnd the vard "no.’ 

QiHe singly, consumas are fiirious that their carrier selections ate being changed 
without their consent 

now w^te set^ omi^lalitts about slanoning of uffiaLAJA (or ’dxatJiaul'l) 
toll sendee in areas where cairiers are coogieting for pcKubsci^oa As compet i tion is 
introduced in die matte for local tdqihane services, Tm sure rqxxts of slaimning won't 
be for behind. 

The FCC to long taken slamming very seriously. Even before passage of the 

1996 Tdecotimunications Aa, we adopted orders to enaae consumers' ri^ to use dte 

preferred carrier. Our ^tpir^di is two-pronged: &S, otr rules make it tatder for 
carnets to slam. Secotid, carrios who do not follow the nilcs are sevetely punished. 

In oaiiing diese luies, the Comirassion careluUy balanced the twin goals of 
consumer protecuon and unfettered cmrpetitiocL We pnfeibitod local catriets feom 
imposing a earner change charge if the subscriber asseited that fl»e charge was 
tmaudMrijwl^noevideiicetodtecotaraty couldbctfetained. And we ruled that the 
slammmg canie must nake dto ccasumer ichdle by er^Kingdat it did not charge the 
subscriber more than the pteftned cairia would have charged 

bfo c»tr may lawfiiUy aibmit a ch»ge cader unless it has cmqilied wife ow 
rules to obtain the subscribers authorization, i^rh be ejdier oral or written. The 
Conmission's current and-slamming lules require long distance carriers to use one of four 
venfication proceckires to cotSfcm carrier change orcfeis resulting fom telemariceting; 

(1) a written authorization: 

(2) ccaifinnation feom flic sihscriber via a toU-feee number provided 
exclusively for this purpose; 

(3) an indqxaident dlird pat^ to verify the subscriber’s order, ca 

(4) a "welcome package" - a letter that the coosumrrreeeives in the mail that 
con&tns a purported oral nxiuest by the consumer, unless the consumer 
oqaessly cmoteinands foe change in cearier, foe ihatge goes iiao effect 
after two weds. 

Tte. your service caimot be changed simply because you tdl a lelemsateer "ok^ - 
there must be a siibsequem verification of foat aufoeximtion. 

Our rales do not requite verification of an afohorization contained in a signed 
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Letter of AgsticyCLOA). The IX)A must, however, adhere to rules that the Conmaission 
adc^xed to deter decqkivc prasices. Our lules ^tecify ^vhat be in die LOA: 
essentially the nunimum details of form and content necessary for written audiorizations 
of catrier dianges. lust as iilfiottaivt, die rules also state what may not be included (such 
promotional material or contest entry data). 

These lulis slam the door on misleading and decqptive marketing practices, such 
as having piomotianal material in one language and the fiitm to authorize a chai^ in 
carrier in anodior Iwguage. 

The Communicarions Act now ^ves the Commission additional authority with 
respect to slammii® The TdecwiBDimcrtfflis Act of 1996 added Sectiai 258, vsWdi 
mdccs h unlawfirl fer any mlecotignunicatir ms carrier to sulxnit or exearte a dunge in 
a subsenbet's earner sdection, exeqx in accordance with the Commission's verifications 
procedures. That law also provides that at^r carrier that (l)viola«s these proc^tees, and 
(2) collects diarges fee tdexxxnnajiucaticEis service fitun a sifescribcr after sudi viotaritxi, 
shall be liable to fee stfescrib^s properly authorized catria fer all charges collected. The 
1996 Ad requires the slamming carrier to disgorge any moneys it has received fiom fee 
consumer aid turn feem over to fee ri^ttfiil catrier. In this fe^txi, fee slanvning carrier 
re^ no benefit fiom its illegal actions. 

iUthou|h the 1996 Act aeated a stamtory mechanism Iot eliminating the 
finaiwal mceittrve f« catriocs to slam ctmsumets, fee lat^uage of fee Act tSd not 
^lidtly provide remefees fer consumers that have been slammed. In addition. Section 
2j 8 Old not jxovide guidance (ai how to restructure the conplex amngeniects between 

wfx> submit earner efaan^ orders and dwse who in^toieiu ten. witeut 
«owmg corrte^K® Or rearkdng consumer choice. On July 15, 1997, die 
Gornn^ion released a Fuitfaer Nodee ofBoposed Rulemaking to in 5 )leinent Section 258, 
^ well « an order resolving six petitions for reconsidecatioa or ciarificatfon of the 
CMmas^cms 1995 Order adof^u^ foe LOA. lules. The Further (discussed in 
ffcata detail bdow) sou^ comment on how best to use the additional authority 
provided by foe new law to protect consunm, vfoile at the same rime promoting foe 

increased canpetition eaviriaicd Confess. 

recoirim response tote Further Ncrice closed on Sq)Cembcr 29, 1997. The 
staff has i^ewed te cc^m^ comments filed in re^)onse to te Fuifoer Notice and p^ 

to |S€se« Its reconuneatefoos to te Oxisnission wifom forw weeks. I te 

a order adc^iting new and tighter rules will be adopted no later than foe end of ncact 
month. 


Ft^xcemc^ is te second prong of our aittt-shvnou^ campaign. Stmuhaneous 
rules imf^etnendng Section 258, and of te r pfd to 

address te growing oonsumer problem in advance of adt^idng new lu^ te 
CoftaiBssioR has oorteued to swift ei^brcement action s^ate carriers of 
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slamming. 

Kim, where Commission has lecogiized a pattern of slamming tiehavior 

a canitr, we have investigated fte situation and taken enfbccemect actimi as ^ipropriate. 
Ow prim^ ffi&acemcnt tools are fiaftitves aid consent decrees. Sines 1994, the 
Commission has taken enforcement actions against 17 companies. We have mpos^ 
foifeinites totaling $160,000 against two coniiaues, entered into consent deoees wito 
nine ocngiaiiies widi craidn^ pi^aats cS $1.25 ndliion, aid have assessed 
qtproidinately ss00,000 in proposed ad£tioDal peiaMes gainst five earners. 

Consent decrees ate especially usefid in fiiis area, because the earners agree to 
actioca h^iond «diat our roles letpiiie to ootae dud file activities that led to the 
pcotdpi do not recur. Consent deerm have lesulted, fiir example, in one canrio's 
agreemg to use a third-party verification procedure foe ^ change ord^ such as those 
teadting from ditera making ptogtatra where die cuaogger si^is an WA. Anadta 
carrier a^eed to rndee iDonoaty testitutiaa to slanmed stdisodiers diM iar exceeded the 
amount required by our rules ^ policies. 

Secotsl, we have esqiedited die handling of slamndng oai?!laii»s aid mainlaned 

contact with state ofiicials, in order to compile current data on what cattios are 
generating the most con^ilaints. We have also met informally with carriers to discuss our 
cancan abras die nundxs' and nature of slamining ccaqiiaints against them in erder to 
allow them to make necessay changes to safeguard consumers xvidiout the iostitutioD of 
formal pcoceedings. 

Finally, die Qmtrdssioii reccidy toi& an urpcecede i aed action a^inst a gratgi 
of commonly-owned cooipadies that teve been the sidiject of over 1,000 consumer 
con^laints, mc^ alleging unaudxirized changes in die consume^! ptimaiy intereichange 
catrwr. In additioa to the alleged slamming meideats, these corrgianig refasedto act^ 
or respond to Ofiaal Notices ttflnfoimd Comidaiid, Med to designate ^ents for 
receipt of ofikial notices, Med to provide legitimate busmess addresses, and Med to 
file tatiffi. IteConanisaondesigiutod for a hearing die quesdcnwhedia die eomnim 
carria cperatii^ audxsity of die congiBines dxwU be ret^joed. fc addition, oir order 
dttected the principals of the congmiies to show cause why they should not be ordered 
to cease ^ desist ftom any fixdxr provision of inteistate common carrier services 
widiout prior Commisaon consent The Ccmn&ssicnbdievestha strong aoion such as 
dus will act as a powetfol deazreta to odtor carriers violating legnlatimis that safi^nard 
consumers. 


The CsBramssion is cutrenlly investigaiiig odw cattiere showing a potem <rf 
potentially unlawful actiens, and stqipeikgi enforcement actiaas are likely tMs Spring 

There Cemmission enfotoeraeM Ukiatives have, both iodividuaUy Old as Bwhole, 
put die entire indisty on notice diat carriers are eiqiectod to concentrate on s^- 
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Isolation by examimng tiieir own intenial (xxpoiate procedutcs and policies to coiqily 
thcaoughly with consumer protection lequiranents. When carrias fidl to do so, we will 
hesitate to enforce our rules. CcmmissioD actions of this type will likely have a 
significant impact on protecting consumers fiom slamming, and th^ will serve as useful 
tools for dealing with other earners that &il to conduct lawful common carrier i^ieiations. 

The Commission has also taken the lead in educating consumers about slamming 
and thdr rights in this area. This outieadi has led consumers to become more infiaxned 
about die problem and to insist that caiiieis afibrd them fiieir ri^ts without lecourse to 
a regulatory agemy. Exan^les of the Commissian's outreach to consumeis include the 
Comnam Cairier Bureau's Serwyflrt pubUcatioo, which identifies trends in consumer 
complaints on a company-qiecific basis. This and other related infbtmation is available 
on our Website: www.fcc.gov. 

In addition, tbe Commission has a congaehensive jaogtam wifli the media and 
ccinsuiwgroigis to remind consumeis of how to avoid being slammed and when to sedc 
rwef if aie slammed. Our Call Canter staff is trained to answer consumer inquiries. 
Tnetoll fiee number is 1-888-CAIJL FCC We also send out thousands of consumer 
broohiTO on slamming and complaint resohilion in reqxmse to calls to our coosunier 
infiaiksition liiw. Thoe cfifcits have sig n i fi c an tly increased cronsumer. awareness, with a 
roulni^ significant increase in die numbo' erf slamming incidents rqxxted to the 
Commission that, in turn, have provided us with infimhatioa on how best to address the 
problem. 

The message we mean to send to carnets is loud and clean we will not tolerate 
slamnimg But mote needs to be done. 

In the pending lulemaldng that I mentioned earlier, we are considering whether 
eh^^ verificadoo procedures m effective in detenring slamming - fcr exanmle 

whetln a "welcome package" requiring the consumer to respond afSnnatively to ptevent 

a camg diange - is ade p Me verificatioa I don't believe it is - not all consumeis read 
ttK mail they get fiom conmunications companies. Isutedoift So I hope the order we 
adopt nod month will close off this avenue of potential abuse. 

W e have proposed to require the slamming catrig to leinhurse the consumg for 

aiy premiums g Sequent flyg miles diat odieiv^ would have been earned with the 

chosenc^g. I hope that the otdg we adopt nod month will turn this proposal into an 
cnfiitceable mle. 

We »e also considering whghg a slammed consumg should have to pay at all 
nirtte service rendged by tile slamming catrig. Undg our cungd polity, catrieis who 
provide unauthorized services must recompute the oonsumeris bill so tiiat the rnnamipr 

pq^^ would have been paid to tbe properly autiiot^ cairig. In assessing 

wheOw we should go fiathg, and absolve the coosumg of the obligation to pay eitiig 
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carrier, we must wei^ the detene u t effiset against the possibility of encouraging bogus 
complaints. 

And we are asking vdiedier rules are needed to address prefoied carrier fieezes. 
In a fieeze, local carriers get oonsumets to authorize the blocking of future carrier 
changes unless the consumer gives tus or her written or oral consent to the blocking 
carrier - not just to the requesting carrier. 

As local competirion arrives, the blocking local exchange carrier is poised to 
compete fitr long distence widi the requesting carrier. Thus, the local exchange carrier 
may no longer be acting as a neut^ ibhd patty, but may have institute fieeze 
procedures for anticompetitive reasons. In draffing our rules, we must be vigilatX to 
avoid deterring lawful corrgietitian even as we work to eliminate slamming. 

Consumers wishing to oomment on sty of tire issues in this proceeding can reach 
us by the Internet The address is; slamming@comments.fcc.gov. 

Meanwhile, I understand that Congress is considering additional legislation in this 
area. Proposals vriiicfa may have particular merit include those tfaa would provide fix 
direct rediess in die courts - either through state-initiated class action suits or individua] 
consumer remedies diat could be enfoiced in small claims courts (as was done in the 
Telqrhone Consumer Protection Act). It may also be useful to amend die aiminal laws 
so as to send a powerfiil detenent message. 

Whatever Confess decides on the issue of fintber legislation, I know that our 
objective is the same; to prevent this kind of intolerable atxise. Congress has already 
provided the FCC with powerful tools to combat this problem, and we will diligetsly 
employ those tools, and any atm ones that you fashion, to achieve our shated objectives. 

In conchisian, with tougher rules and vigilant cnfotcemei^ we will help restore 
the ri^ of consumos to choose their local and long distance carriers - and to have that 
choice hotxxed in the maiketplace. 

I appreciate the opportunity to appear before you today. Thank you fix the 
invitation, raid for your kind attention. If time pennits, I would be glad to address your 
questions. 

Thank you. 
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Teleconununications: Teleohonff summing and Its Harmful Effects 

Msidam Chairman and Members of the Subcommittee: 

Thank you for inviting me here today to discuss the results of our investigation to 
determine (1) what entities engage in intentional telephone slanuning-a form of 
telecommunications fraud and abuse; (2) how they go about it; and (3) what federal and 
state regulatory entities and the telecommunicatiotts industry are doing about it' I will 
also discuss our case study concenring an individual whose known companies apparently 
slammed 544,000 consumers in one effort 

Slamming is the unauthorized switching of a corrsumer from the lorrg-distance provider of 
choice to another provider. It can harm consumers in a number of ways, such as by 
paying higher, sometimes exorbitant rates and experiencing frustration at having to 
correct the problems resulting from being slammed. Slammirtg also results in losses to 
long-distance providers and other industry firms when slanuners take their profits and 
leave unpaid bills, sometimes amounting to ttullions of dollars. 


'See also Telecommunications: Telephone Slamming and Its Harmful Effects (GACVOSI- 
98-10, Apr. 21, 1998). 
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Telecommunications! Telephone Slammiii g and Its Harmful Effects 

- All three types of long-distance providers-facility-based carriers, switching 
resellers, and switchless resellers^-have economic incentives to engage in 
slamming. Switchless resellers, which have the most to gain and the least to lose, 
slam most frequently. 

Intentioiud slamming’ is accomplished in deceptive ways, such as by misleading 
consumers and frilsil^ing or foi-ging documents. 


The Federal Communications Commission (PCC), state regulatory agencies, and 
the industry each rely on the others to be the main forces in the flght against 
slamming. Thus, few of their efforts are extensive. To illustrate, the FCC has 
adopted some antislamming measures but effectively does little to protect 
consumers. Most states have some antislamming measures, but their extent varies 
widely. And industry's measures ^pear to be more market-driven than consumer- 
oriented. In fact, the most effective antislamming measure appears to be one that 


’Facility-based carriers, e.g., AT&T (American Telephone and Telegraph), MCI 
Telecorrununications Corporation, and Sprint, have the physical equipment including hard 
lines and switching stations necessary to take in and forward calls. Switching resellers 
lease capacity on a facility-based carrier's long-distance lines, resell long-distance 
services, and have one or mote switching stations. Switchless resellers also lease 
ctqracity and resell long-distance services but have no equipment and little or no 
substantive investment in their companies 

’Sometimes, legitimate mistakes ate made in transcribing data that result in slamming, but 
these mistakes ate not paramount to the slamming issue and can be easily rectified. 
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Telecommiiiiiotiong: Telenhoiw summing and Itji Harmftil Effegta 

consumers can take-contacting their local exchange carrier and 'freezing' their 
long-distance provider from unwanted change. 

Daniel R Fletcher, the owner/operator of the switchless resellers in our case study, 
apparently entered the industry in 1993 and began large-scale slamming in 1995. 

By 1996, when most industry firms had stopped dealing with the Fletcher 
companies, they had slammed or attempted to slam huttdreds of thousands of 
consumers, billed their customers at least t2n million, and left industry firms with 
at least $3.8 million in unpaid bills. 

WHAT ENimES ENGAGE M SLAMMING AND WHY? 

According to representatives of the FCC, numerous state regulatory agencies, and the 
industry, those who most frequently engage in intentional slamming are awitchless 
reseilefs. They have the least to lose by using deceptive or fraudulent practices because 
they have no substantive investment in the Industry. Nevertheless, the economic 
incentives for slamming ate shared by all long-distaitce providers. 

HOW IS SLAMM ING ACCOMPLISHED? 
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TnlwwmminilgatloiM: TetenhOBC S I«hi»I»«i .wi If tUnnf nl Egectt 

Anyone with a telephone must select a long-distance provider, or Primary Interexchange 
Carrier (PIC), throu|^ the rgjpropriate local exchange cairier. Consumers can change 
their PIC again through the local carrier or through a long-distance provider with a 
writMn or verbal authcslzatltm.* Intentional slamming is then posable becaime the 
legitimate authorizations can easily be subverted. For example, the written authorization, 
m letter agency (liOA), can be changed or forged. In addition, unscngiulous 
teiemarketers or providets can use deceptive marketing practices and miaead consumers 
into signing an authorizatioiL Or consumers can be slammed without being contacted, 
aich as when a slammer obtains telephane numbers from a telephone book uid submits 
them to the local cairier for duuiging~and then presents forged LOAs if asked for the 
uithnizations. 

WHAT HAVE TOE FCC. STATE AGENCIES. AND THE INDUSTBY DONE TO nOHT 

SLAMMING? 

Ahhor^ the FCC, most state regulatory agencies, and the teleconununications industry 
have some antialamming rules and practices, each of the three entities relies on the 
others to be the main forces in the antislamming battle. Indeed, ot the aniisiamming 


*Such written authorization is obtained by using a letter of agency (UIA), whose sole 
purpose is to authoriie a local exchange carrier to initiate a PIC change for the consumer. 
The lOA mist be si^Md and dated by the subscriber requesting the (47 C.F.R 

section 64.11S0(b)) Verbal authorizations sae usually initiated by a tdemarketer. 
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Telecommunications: Telephone and Its Harmful Effects 

measures, those by some states are the most extensive. The FCC does not review 
information that potential long-distance providers submit with their tariff filings, which 
are required before the companies can be^ service. Moreover, the FCC lags far behind 
some states iin the amount of fines imposed on companies for slamming. 


Antislamming Measures 


The FCC first adopted anfislamming measures in 1985^ and revised or amended them in 
1992, 1995, and 1997.^ However, we found no FCC practice that would help ensure th^ 
supplicants who become long-distance providers, or other common carriers, have 
satisfactory records of Integrity and business ethics. To illustrate, long-distance providers 
are now required to file a tariff-or schedule of services, rates, and charges-with the 
FCC.^ State regulators and the industry rely on an entity's filed tariff as a Imy credential 


^In a 1985 policy statement (50 Fed. Reg. 25,982 (June 24, 1985)), the FCC decided that 
allowing customers to select long-distance carriers rather than automatically assigiung 
them to one provider would benefit the public interest Providers would then have 
incentive to provide consumers with helpfiil information and competitive services, which 
the consumers could use to make informed choices. 

‘47 C.F.R section 64.1100 (1992); 47 C.F.R section 64.1150; and 47 C.F.R section 
64.1150(g) (1997). 

’Under section 203 of The Teleconununications Act of 1934, each common carrier must 
Ole a tariff with the Commission. However, under section 203 (b), the Commission has 
disctetion to modify this requirement. In 1996, the FCC promulgated a regulation (47 
C.F.R section 61.20), under which nondominant long-distance providers (e.g., providers 
without the power to control prices) were exempted from the requirement to Ole tariffs. 
However, the regulation was stayed in 1997 as a result of MCI Teleco mnumicaH ons Com. 
V. FCC. No. 96-1459. Therefore, all common carriers must file tarifb at the Commission. 
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TelecommnnicatioiM! Tetenhoii# SUmmtntf *im 1 1 m Hmiftil Effecta 
that signifies legitimacy. However, according to knowledgeable FCC officials, the FCC 
merely accepts a tariff filing and does not review the sq>plicant's information provided 
with the filing. For example, to test FCC over»ght of the tariff filing process, we easily 
filed a tariff using fictitious information and avoided paying FCC's $600 filing fee. Our 
fictitious swiu^ess reseller— PSI Communicatitms-could now slam consumers with little 
chance of adverse conse<|uences. In short, FCC's tariff-filing procedure is no deterrent to 
a determined slammer. Neither does it provide states, the telecommunications industry, 
or the public with any assurance concerning a long-distaiu» provider's legitimacy. 

While most state regulatoiy agencies have some licMising procedures and requirements 
for an entiQr to become a long-distance imwider, those procedure^requirements vaiy 
widely. For example, in Georgia-a st^ with more restrictive measures-a switchless 
reseller must, among other activities, undergo two reviews and wait a period of time 
before receiving a permanent certificate. Ihe telecommunications industry, to some 
extent, also atteiiq;>ts to weed out companies involved in slamming. For example, various 
facility-based carriers, generally based on their marketing philosophies and not consumer 
protectkm, undertake different antisiamming measures iiududing the use of third parties 
to verity requests for a PIC change. 

However, what appears to be the most effective antisiamming measure of all can be 
effected by cmisumers themselves-a PIC freeze. An individual consumer can contact the 
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Tfloi-nnimnnlf rtoiw- Sl«mmi«> «nd Its Harmfiil Effects 

local exchange carrier and ask that the consumer's choice of long-distance provider be 

"frozen.” The consumer can lift the freeze at any time by recontacting the local carrier. 


Penalties Imposed on Slammers 

FCC's punitive actions a^dnst stammeis are far less extensive tiuin those of some state 
regulatoiy agencies in the same general time period. For example, in 1997, the FCC 
obtained consent decrees from nine companies nationwide that paid $1,245,000 in fines 
for damming- But in May 1997, the California Public Utilities CommissiCMt suspended one 
firm for 3 years for slamming, fined it $2 million, and ordered it to refund another 
$2 milUon to its customers. Further, in 1997, the FCC issued a Notice of Apparent 
Uabiiity to another firm amounting to 180,000 for apparent slammlrtg. But in February 
1998, the Florida Public Service Commission voted to miuire the same firm to show 
cause why it should not be fined $500,000 for slamming. 

CASE STUDY 
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TglMommnnifjitjoiM! Telcphoim Slummin g and Ita Harmful ElTectg 

We did a limited investigation of four of Daniel H. Fletcher's eight known companies’ that 
operated as switchless resellers between 1993, when he apparently entered the business, 
and 1996. Through each company, Mr. Fletcher apptirently slammed or attempted to slam 
many thousands of consumers, including 544,000 at one time. This one effort occurred 
after (1) Sprint cancelled its business relationships with two Fletcher companies- 
Chiistian Church Network, Inc. and Long Distance Services, Inc.-and (2) Mr. Fletcher 
transferred the two companies' customer base, through a third Fletcher company-Phone 
Calls, Inc. (PCI), to another long-distance provider for servicing. As further evidence of 
the extent of Mr. Fletcher's dealings, industry records, although incomplete, indicate that 
between 1993 and 1996 the Fletcher companies billed their customers over $20 million in 
long-distance charges. 

By mid-1996, industry firms, including such large facility-based carriers as Sprint, began to 
end their business relationships with Mr. Fletcher's compaities because of his customer's 
slamming complaints and/or his companies' nonpayment for long-distance network usage. 
AT&T recognized a problem with Mr. Fletcher and his business practices during April 
1996, but it continued service to Long Distance Services, Inc. until November 1, 1997, 
when it discontinued service for nonpayment for network usage. 


"The eight switchless resellers were CCN, Inc.; Christian Church Network, Inc., doing 
business as Church Discount Group, Inc.; Discount Calling Card, Inc.; Donation Long 
Distance, Inc.; Long Distance Services, Inc.; Monthly Discounts, Inc.; Monthly Phone 
Services, Inc.; and Phone Calls, Inc. 
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TAi.H'^municAtioM: Telephone Slimming and Its Harmful Effects 
Mr. Fletcher's companies have also come under regulatory scrutiny by several states and 
the PCC. For example, in 1997 the Florida Public Service Commission cancelled the right 
of the Fletcher-controlled PCI to do business in the state and fined it $860,000 for 
slamming. In June 1997, the FCC, citing numerous complaints and evidence of forged or 
falsified LOAs, issued an Order to Show Cause and Notice of Opportunity for Hearing 
regarding Mr. Fletcher and his ei^t companies. In that <^er, the FCC, in effect, directed 
Mr. Fletcher and his companies to show cause why the FCC should not require them to 
stop providing long-distance services without prior FCC consent and why the companies' 
operating authority should not be revoked. Since Mr. Fletcher waived his right to an 
evidentiary hearing when he did not provide the PCC a written ^pearance, statii^ he 
would appear for such hearing, the FCC could have entered the order citing its final 
enforcement action. However, the FCC did not finalize its order until after we briefed it 
on our findings, in April 1998. 

It appears that all eight known Fletcher-controUed companies were out of business by the 
end of 1996. However, our investigation identified several instances of Mr. Fletcher's 
continued involvement since then in the telecommunications industry. Because 
Mr. Fletcher knowingly used false information to conceal his identity and the location of 
his companies and re$idence(s), he has not been located. 
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leleconmmiucatioiis; Telephone Slamming u n d Its Harmftil Effecta 

Madam Chairman, this completes my prepared statement I wouid be happy to respond 

to any questions that you or other members of the Subcommittee may have. 


(600464) 
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the issue of telephone slamming, the practice of changing a consumer’s preferred carrier 
without the consumer’s knowledge and express consent. Slaituning deprives individual and 
business consumers of a basic right - the right to use their earner of choice. This abuse of 
consumer rights has become a rntyor problem in the industry. Slamming is more than just an 
unfair or questionable business practice - it is illegal. It is against the law to switch 
someone’s service without their consent and, even before slamming was made illegal by 
statute two years ago, it already was a violation of Commission rules. The Commission is 
committed to eliminating this practice. Today, I’ll explain what we have done and what we 
intend to do to ensure that a few industry players do not decrease the considetable benefits 
that vigorous competition has brought to consumers. 

The Extent of Slamming 

As Coitunissioner Susan Ness testified before this suheommittee in Febnuuy, the 
Commission receives more complaints about slamming than any other telephone-related 
complaim. In 1997, we handled approximately 45,000 telcphooe-ielated complaiirts. Over 
20,000 of those complaints - almost as many as for all other categnics coinbined - were 
about slamming. Many consumers don’t complain to the FCC or a state commissian and, 
unfortunately, some might not even became aware of die change because they don’t read their 
bills closely. Most of the complaints to the FCC were about dumges in long distance service. 
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but we’re seeing complaints about slamming of intraLATA (or "short-haur) toll service in 
areas where carriers are competing for presubscription. Consumers are angry, and rightfully 
so. Consumers commonly use words such as "abused," "cheated," "pirated," "hi-jacked," and 
"violated" to describe how they feel. The practice brings the industry into disrq)ute and 
leaves consumers frustrated with a system that should be able to provide them the full and 
undisputed benefits of competition. 

How does slamming occur? In some cases, there is just a legitimate error, such as a 
transposition of telephone number digits. But more often, s lamming incidents involve 
deceptive sweepstakes, misleading forms, forged signatures, and telemariceters who do not 
understand the word "no." An especially deceptive method of slamming is conducted by 
carriers with trade names that sound like a calling plan. These companies try, throu^ slick 
telemarketing, to induce consumers to switch service by making it appear that their service 
will stay with the underlying carrier while they are put on a different (and more favorable) 
rate plan. Some consumers even report that the telemarketer has claimed to be employed by 
the local telephone company, or to have special FCC approval to offer a service. 

Our Current Rules 

What are we doing about slammii^? The FCC has long taken slamming very 
seriously. Even before the 1996 Telecommunications Act made the practice illegal, we 
adopted orders to ensure consumers’ right to use their preferred earner. In crafting these 
rules, the Commission carefully balanced the twin goals of consumer proteetkm and unfett^ed 
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competition. Clear, ftscefiil rules are the first pnmg of our anti-slainniing efibrts. But we 
must be careful not to adopt rules that deter the benefits that consumeis have received fiom 
the vigorous competition that exists in today’s interexchange market. 

The rules and policies leave no doubt as to a carrier’s obligations before switching a 
consumer’s service and a consumer’s rights if an unauthorized switch does occur: 

• A carrier must obtain the consumer's express written or verbal authorization before 
it may lawfully submit a change order. 

♦ If that authorization is written, the document - a Letter of Agency (LOA) - must 
conform to our rules as to what information must appear on the document in clear language. 
Just as important, our rules prohibit promotiona] language ftom appearing on the document, 
and require that the LOA be used only to switch service. In other words, we prohibit 
combining LOAs with contest entry forms, which some carriers previously used in a deceptive 
manner. 

* If the consumer’s authorization is verbally to a telemarketer then the carrier may 
not submit the change order until it has sqrarately verified the authorization by one of four 
methods: 

(1) obtaining a written audiorizatiai; 

(2) obtaining confirmation fiom die subscriber via a toll-fiue number 
provided exclusively for this purpose; 

(3) verifying the subscriber’s order through an independent third party; or 

(4) mailing a 'Velcome package* - a letter that the consumer receives that 
confirms the oral request by the consumer, unless die consumer expressly 
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countermands the change in carrier by returning a postage-paid card, the 
change goes into effect after two weeks. 

Thus, your service may not lawfully be changed simply because you tell a telemarketer 
"okay" ~ there must be a subsequent verification of that authorization. 

* If a consumer is switched without authorization, the local telephone company must 
credit any fees imposed for the switch, and the slamming carrier must re-rate any calls that 
the consumer made to conform to the rates of the consumer's preferred carrier. 

Our Proposed Rales 

The Communications Act now gives the Commission additional authority with respect 
to slamming. The Telecommunications Act of 19% added Section 2S8, which makes it 
unlawful for any telecomm iinicarinns earrief to submit or wwult » change in a subscriber's 
carrier selection, except in accordance with the Commission’s verifications procedures. That 
law also provides that any carrier that violates these procedures, and collects charges for 
tdecommunicatioos service from a subs c riber after such violalioa, diall be liable to the 
subscriber’s property authorized carrier for all charges collected. The 19% Act requires the 
slamming carrier to pay all revenues it has received from the consumer and turn them over to 
the authorized carrier. The Congress thereby saw to it that the s la mm i n g carrier would reap 
no benefil from its illegal aclioos. 

Although the 19% Act ctcMd a aUMoiy mechanism for eUminating the financial 
incentive for cartiets to slam oorn u meei, we have not ceased our effoits to easure that our 
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rules make slamming both unlawfiU and uneconomic . More needs to be done. The Act did 
not explicitly provide remedies for consumers that have been slammed. Moreover, Section 
258 did not provide guidance on how to restructure the complex arrangements between 
carriers who submit carrier change orders and those who implement thrai, without slowing 
down competition or restricting consumer choice. As a result, the Commission first released a 
Further Notice of Proposed Rulemaking to implement Section 258. 

Among the rules that we are considering is one absolving the consumer from all 
responsibility for paying the slamming carrio' for calls made during a limited time after the 
unauthorized change. Moreover, we intend to ensure that the slammed subscriber does not 
lose premiums, such as airline mileage bonus^ because of the unauthorized switch. We also 
tentatively concluded that the "welcome package" method of verifying a telemarketing 
authorization should be eliminated. Deceptive telemarketing followed by a welcome package 
verification invites consumer abuse. And we have sought public comment on whether rules 
are needed to address preferred carrier freezes. With a freeze, local carriers must obtain 
consumer authorization to block future carrier changes, unless the consumer gives his or her 
prlor writtcn or oral consent to the blocking carrier - not just to the requesting carrier. 

Finally, we have proposed to apply the verification requirement to in-bound telemarketing - 
that is, where the consumer has called the carrier to request that it submit a change order. 

This action would eliminate an opportunity for an unscTtq>ulous carrier to induce consumers to 
call it and receive a deceptive telemaiiceting pitch. I expect the Commission to take action on 
these proposals by mid- June. 
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Eafordag Oar Rales 

Enforcement is the second prong of our anti-slamming campaign. In 1994, when it 
became ai^>arent that slamming was a source of considerable consumer abuse, the 
Commission took swift enforcement action against carriers accused of slamming, and has been 
doing so ever since. We use consumer complaints to track which carriers are slamming, and 
we serve every slamming complaint that we receive on the carriers allegedly involved. On 
several occasions we have adopted expedited service of slamming complaints. We also 
maintain contact with state commissions and attorneys general to ensure that we have timely 
information about carriers that ignore our rules. 

When our information indicates a pattern of slamming behavior by a carrier, our 
staff begins a formal investigation. Our primary enforcement tools to conduct such 
investigations are forfeitures and consent d e c r ees. Since 1994, the Commission has taken 
formal enforcement actions against 17 companies for slamming. We have imposed forfeitures 
totaling $280,000 against four companies, entered into consent decrees with ten companies 
with combined payments of S1.260 million, aiHl have pending proposals to assess $280,000 in 
penalties against two carriers. We are currently investigating several other carriers. 

Last year, in its policy statement regarding forfeiture guidelines, the Commission 
established a base forfeiture of $40,000 per slamming violation. The Commission stated that it 
retained the discretion to issue a higher or lower forfeiture, to issue no forfeiture, or to apply 
alternative or additional saiKtions as permitted by law. 
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As the above dau show, the Commission repeatedly has employed consent decrees in 
this area. Under the consent decrees, the carriers agree not just to pay money to the Treasury, 
but also to take actions beyond what our rules require to ensure that the activities that led to 
the problem do not recur. Consent decrees may, for example, require additional verirication 
procedures for all change orders and monetary restitution to slammed subscribers that exceeds 
the amount required by our rules and policies. 

We also have a third tool for situations when it becomes clear that the carrier just 
does not intend to operate within our rules: we can withdraw its operating authority. Last 
year the Commission instituted this unprecedented action against a group of commonly-owned 
companies that were the subject of over 1,000 consumer complaints, most alleging 
unauthorized changes in the consumers’ primary interexchange carrier. In addition to the 
alleged slamming incidents, these companies rehised to accept or respond to Official Notices 
of Informal Complaint, failed to designate agents for the receipt of official notices, failed to 
provide legitimate business addresses, and failed to file tariffs. We believe that strong action 
such as this will act as a powerful deterrent to other carriers who are considering whether to 
violate our rules safeguarding consumers. 

Eflicient Use of Staff 


Our staff continually looks for ways to increase operating efficiencies in its 
investigatory activity. We have increased use of automated systems to handle informal 
complaints. Another example of our self-assessment is the Memorandum of Understanding 
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reached last year between our Common Carrier Bureau and our Compliance and Information 
Bureau (CIB). CIB has established two special enforcement teams, each with five employees, 
which work full-time on slamming enforcement. These teams conduct an in-depth review of 
those carriers that account for a disproportionate number of slarmning complaints. Our staff 
is identifying new carriers that appear to be slamming and continuing enforcement actions 
against established companies. We are calling consumers to hear their stories and obtaining 
written documentation. Then, we will be prepared to initiate major enforcement actions to 
ensure that these carriers cease their unlawful operations. To the extent that any carrier 
doubts our commitment to rid the industry of this practice, our enforcement initiatives will put 
the entire industry on notice that carriers are expected to concentrate on self-regulation within 
our rules if they desire to continue operation as interstate carriers. 

It has become apparent during the past year, however, that there are special situations 
in which the Commission must seek assistance fi-om, or refer matters to, other agencies. Our 
discussions with these federal and state agencies, and with industry members generally, make 
clear that an opportunity for fraud exists in the telecommunications marketplace, and that the 
Commission alone may not be able to rid the industry of bad actors. The Commission 
recognizes the need to cooperate with law enforcement and other investigatory agencies in 
cases where criminal activity is suspected. Our staff is committed to sharing information of 
interest to these agencies and to such other inter-agency cooperation as the situation warrants. 
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Increasing Consnmer Awareness 

Another tool to combat slamming is increased consumer awareness. I firmly believe 
that competition has brought considerable benefits for consumers, and that an informed 
consumer is best able to take advantage of these benefits. The Commission has taken the lead 
in educating consumers about slamming and their rights in this area. Our outreach programs 
are designed to help consumers insist that carriers afford them their rights, without recourse to 
a regulatory agency. Examples of the Commission’s outreach program include the Common 
Carrier Bureau s annual Scorecard publication, which identifies trends in consumer complaints 
on a company-specific basis. Although service of a complaint does not equate to a finding of 
wrongdoing, carriers who account for a disproportionate number of complaints relative to 
their size will find themselves identified. The Scorecard and other related infoitnation are 
available on our Website: http://www.fix.gov/cch/consunier new^. 

The Commissiaa has also invested considerable staff resources in providing consumers 
with a live, one-stop informatian source at the Call Center in Gettysburg, Pennqrlvania. Our 
Call Center staff is trained to answer consumer inquiries about all telcphoae-ielaled (and 
other) subjects, and can provide written infocination quickly by fin or mail. The toll free 
number is l-SSS-CALL FCC. I have attached informatian compiled by the Call Center about 
slamming inquiries We also send out thousands of cnnaumeT bnchins on slmming nd 
complaint resolution in r es ponse to calls to our oonaumer information line in 
Washinglon, D.C. These efifotts have si^ficantly i ncre ase d consumer awareness, with a 
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resulting increase in the number of slamming incidents reported to the Commission that, in 
turn, have provided us with information on how best to address the problem. 

Additloaal LegblatioB 

As you well know. Congress is considering additional legislation to eliminate 
slamming. I agree with Commissioner Ness's observation that proposals having particular 
merit include those that would provide for direct redress in the courts — either through state- 
initiated class action suits or individual consumer remedies that could be enforced in small 
claims courts (as was done in the Telephone Consumer Protection Act). It may also be useful 
to amend the criminal code to send a powerful message of deterrence. 

Whatever Congress decides on the issue of further legislation, I know that our 
objective is the same: to prevent this kind of intolerable abuse. I have explained bow the 
Commission is employing the powerful tools that Congress already has provided, and I want 
to emphasize our commitment to use forcefully any additional measures that you and your 
colleagues on the Commerce Committee fashion to ensure that the true benefits of competition 
enure to consumers. 

I would be happy to answer your questions. 
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Slamming Complaints Received at the FCC National Cali Center 


Carrier 

Janwry 

Fabruary 

March 

January thru 


19S8 

1998 

1998 

1998 


BUSINESS DISCOUNT PLAN, INC. 

484 

370 

400 

1254 

AT4T CORP. 

361 

306 

329 

996 

MCI COMMUNICATIONS CORPORATIONS 

179 

201 

290 

670 

WILTEL 

221 

163 

196 

580 

MINIMUM RATE PRICING. INC. 

169 

175 

172 

516 

SPRINT COMMUNICATIONS COMPANY. LP. 

2 

162 

262 

446 

AXCES, INC 

101 

94 

98 

293 

US REPUBUC COMMUNICATIONS. INC. 

70 

89 

77 

236 

WORLDCOM. INC. 

64 

67 

93 

224 

LCI TELEMANAGEMENT GROUP 

107 

40 

47 

194 

ONE STEP BILLING, INC. 

54 

57 

82 

193 

SCI CORP. 

64 

47 

71 

182 

LEAST COST ROUTING. INC. 

62 

35 

73 

170 

TELEC, INC. 

47 

46 

77 

170 

EXCEL TELECOMMUNICATIONS. INC. 

52 

45 

67 

164 

FRONTIER COMM. SVCS. 

45 

32 

71 

148 

VISTA TELECOMMUNICATIONS 

37 

24 

58 

119 

CORPORATE SERVICES TELCOM, INC. 

25 

35 

42 

102 

GROUP LONG DISTANCE. INC. 

39 

20 

32 

91 

ADVANCED TELECOMMUNICATION NETWORK, INC. 

11 

27 

43 

81 

ALL AMERICAN TELEPHONE.INC. 

27 

13 

29 

69 

FURST GROUP. INC. 

16 

21 

26 

63 

TOUCH 1 COMMUNICATIONS. INC. 

28 

8 

24 

60 

ITC 

22 

14 

23 

59 

LDD.INC. 

15 

11 

31 

57 

LCI INTERNATIONAL TELECOM CORP. 

4 

22 

30 

56 

SWITCHED SERVICE COMMUNICATIONS. L.L.C. 

21 

14 

17 

52 

ACCUTEL COMMUNICATIONS. INC. 

8 

16 

23 

47 

GTE 

12 

8 

22 

42 

LOC TELECOMMUNICATIONS. INC. 

12 

15 

15 

42 

DISCOUNT NETWORK SERVICES. INC. 

8 

17 

16 

41 

LOCAL LONG DISTANCE 

16 

11 

14 

41 

IXC LONG DISTANCE, INC. 

12 

6 

18 

36 

NORTH AMERICAN TELCOM. INC. 

15 

12 

9 

36 

LDS-VENTURES, INC. 

12 

9 

14 

35 

WORLDCOM. INC. Ofl/A LOOS WORLDCOM 

18 • 

9 

10 

35 

LONG DISTANCE DIRECT. INC. 

3 

6 

25 

34 

NATIONAL ACCOUNTS. INC. 

10 

14 

10 

34 

ATLAS COMMUNICATIONS. LTD. 

4 

13 

15 

32 

TELCO COMMUNICATIONS GROUP. INC. 

10 

10 

11 

31 

ACCESS NETWORK SERVICES. INC. 

15 

7 

8 

30 

COASTAL COMMUNICATION SERVICE. INC. 

10 

12 

8 

30 

USA TELE CORP. 

9 

8 

12 

29 

LONG DISTANCE SERVICES. INC. 

5 

9 

14 

28 

THE PHONE COMPANY 

7 

6 

14 

27 
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Slamming Complaints Rscsivad at tho FCC National Call Cantor 


Carrtor 


FTC COMMUNICATIONS. INC. 

AMERITECH 

CABLE A MIRELESS. INC. 

ADVANTAGE TELEPHONE COMPANY 
OLS. INC. 

QAI.INC. 

US WEST COMMUNICATIONS. INC. 

COASTAL TELEPHONE COMPANY 
AMERICA’S TELE-NETWORK. CORP. 

I-UNK COMMUNICATIONS. INC. 

INTERNATIONAL TELECOMMUNICATIONS CORP. 
NORTH AMERICAN TELEPHOfC NETWORK. INC. 
QCC. INC. 

MATRIX TELECOM. INC. 

PANTEL COMMUfNCATIONS. INC. 

TELECOM 

AMERICAN TEL GROUP. INC. 

AMERICAN TELEPHONE NETWORK. INC. 

QUEST COMMUNICATIONS CORP. 

CARRIERS WHICH AVERAGED FEWER THAN 
ONE SLAM PER WEEK (162 CARRIERS) 

CARRIER NAME NOT PROVIOED BY CALLER 


TOTAL 


January 

Fabfuary March 

January thru March 

IfM 

IfM 1966 

IMS 


4 

14 

6 

24 

3 

9 

11 

23 

» 

2 

12 

23 

7 

5 

9 

21 

8 

6 

7 

21 

6 

5 

10 

21 

9 

7 

9 

21 

9 

1 

10 

20 

7 

4 

8 

19 

8 

3 

7 

18 

6 

4 

6 

18 

S 

7 

6 

18 

4 

5 

9 

18 

6 

3 

6 

17 

11 

3 

3 

17 

1 

6 

8 

1$ 

0 

4 

10 

14 

7 

0 

7 

14 

4 

4 

6 

14 

166 

137 

242 

547 


3653 

3115 

4108 

10676 

6448 

5690 

7516 

19654 


Piptaora 
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Federal Communications Commission 
Washington, D.C. 20554 


tmt» PdMMit SrtcMnH 
m li 


EXHIBIT#. 


COMMISSIONER 
SUSAN NESS 


March 20, 1998 


The Honorable Susan M. Collins 
Chairman 

Permanent Subcommittee on Investigations 
Committee on Governmental Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Chairman Collins: 

Thaidc you for giving me an opportunity to appear before your Subcommittee’s 
February 27, 1998 field hearing on slamming. 1 share your concern about slamming and 
your commitment to eradicate it. and believe the bearing highlighted ways in which both the 
Congress and the Federal Communications Commission can better protect the interests of 
consumers. 

During the course of the hearing, several questions arose to which I was unable to 
provide a full answer. I am now in a better petition to address these questions, from both 
you and Senator Durbin, and my further ctmunents on these matters are set forth below. In 
each instance, I have given the page numbers &om the preliminary, unedited transcript, 
where the questions can be found. 

1 . Has the FCC requested more budget or additional staff to deal with the explosion 
of slamming complaints? p. 107 

The Commission has not asked for additional funds or staff specifically to deal with 
slamming complaints. We have, however, asked Congress for additional funds to fully 
implement the Commission’s toll-free Call Center in Gettysburg, PA. That center assists 
consumers who call about telephone-related matters, including slamming. 

Although the Ctxnmission has not requested additional funds to process slamming 
complaints, we have taken steps to reallocate existing resources to address these complaints. 
First, over a year ago, the Consumer Protection Branch of the Enforcement Division initiated 
a program to identify and act on slamming complaints on an expedited basis, rather than on 
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the *fiia come, first serve* basis previausty applied to all telephone-related complaints. 

This accelerated handling of sla mm i n g complaints allowed us to quickly identify which 
companies were generating an unusual number of complaints so that we could immediately 
begin enforcement action. The program also alerted several carriers to problems associated 
with their telemarketers or sales agents. 

Second, last fidi the staffs of the Common Caniet Bureau and the Compliance and 
Information Bureau (CIB) executed a memorandum of imderstanding pursuam to which CIB 
staff wiU review certain slamming complaints in detail, including calling the complainants to 
obtain additional information. On the basis of timt review, the Commission will initiate 
formal enforcement actioos, through issuance of subpoenas and revocation of operating 
authority if necessary, against carriers subject to a 1^ number of complaints. 

Finally, during the past year the Consumer Protection Branch has implemented a new, 
paperless process for h a n d lin g consumer complaints. This process uses electronic imaging 
and storage of oxnplaiots a^ cankr re^wnses, and thus enables the staff and the carriers to 
resolve co mpl a int s more quickly by eli min a tin g delays caused by copying documents and 
retrieving physical files. 

2. Is there a background check or llcenaing proctm for carriers? p. 1 10 

The Commission has no individual licensing process for conqnnies wishing to provide 
domestic long distance service. There is, however, an application and authorization process 
required before a carrier may provide international service. The domestic authority is 
granted pursuant to a ‘blanket authorization,* and the Commission may revoke the authority 
One such revocation proceeding has been initiated. 

3. Docs an DCC need approval from a state to start providing service? p. 112 

The Commission does not have infoimaUon about the sute requirements applicable to a 
carrier beginning service, but we believe that many states have such requirements. 

Presumably no stale authority is needed to offer interstate services, just as no FCC authority 
(blanket or otherwise) is needed to offer intrastate services. 

4. What fee is applicable when someone files a tariff at the FCC? p. 113 

The fee is $600.00 per tariff filing. Carriers also pay annual regulatory fees based on 
their number of customers. 


5. Could the tariff fees be used to hire additional resources for enforcement'’ 
pp. 113-114 


No. The tariff filing fees and the regulatory fees are required by law to be deposited in 
the general U.S. Treasury account. 


2 



146 


6. Does the Coimiilsrion Imye » fonnal piwss for CTchangliig slainiiiliig Infonnatlon 

with the state public utility coumiissioas? pp. 114-113 

The Commission forwards to the states all complaints it receives dealing with matters 
exclusively within state jurisdiction. Because we have authority to resolve slamming 
complaints, we do not forward those complaims; in fact, states often forward such 
complaints to us. Our staff maintains contact with the states by participating in forums and 
meetings held by the National Association of Regulatory Utility Commissionets. states, 
through their public utility commissions and attorneys general, actively participate in our 
rulemaking pttrceedings. Moreover, we invite states to participate in our public forums. In 
June 1997, for example, the Commission presented an all-day forum on problems that 
consumers encounter when local telephone compames provide billmg for other entities. 
Panelists included representatives from two stale commissions and two sute attorneys general 
offices. 

7. How many long distance carriers have tariffs on file with the FCC? p. 1 16 

As of March 19, 1998, 1388 long distance carriers have filed tariffs to provide 
domestic long distance service. Not all of these carriers are necessarily offering services; 
some may be dormant or defunct. 

8. How long does it generally take to investigate a sla mm i n g complaint? p. 116 

We do not keep statistics on the length of time it takes to resolve complaints by subject 
matter. In the first quarter of this fiscal year, the average speed of disposal for an informal 
complaint was 280 days. The Bureau's goal is to reduce this number to 180 days by the end 
of the fiscal year, as the paperless processing system described above becomes fully 
operational. Personally, I think we should strive to resolve these complaints much mote 
quickly. 

9. Which is more true: that the FCC hasn’t been aggressive enough in using the tools 
it has, or that it needs more authority and more tools, to combat sla mm i n g? p. 1 17 

The Commission does not need more legal authority to combat slamming (although we 
have requested that Congress increase the statute of limitations for imposing forfeitures). 

The Commission is currently restructuring its enforcement procedures by involving the CIB 
staff in the investigation of carriers whose slamming activities warrant formal proceedings, 
such as revocations. We ate aware that the advent of competition, while beneficial overall to 
consumers, has encouraged certain companies who do not respect our rules to enter this 
business. We have heightened enforcement activities to address such situations, including 
revocation proceedings and exchanging information with criminal law enforcement agencies 
when we encounter deliberate violations of the law and our rules. 

1 hope these answers respond fully to the matters we discussed. But more importantly, I 
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want to assure you of my strong commitment to aggressive enfoicement of our slamming 
rales and to dedicatt greater resources to prevention. I will contime to wmtc with my 
colleagues to use the tools Congress gives us to attack and deter slammers and to safeguard 
consumer rights. 

I encourage you to call on me if you need additional infonnation, or if you have 
suggestions for other ways in which we can combat this problem more effectively. 



cc: Honorable Richard I. Durbin 
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Sprint 



fxmm» 2 


8li0 ttM fbrkway 
Kansas Oty. MO 64114 
THephone: (913) 624-6870 
Fax. (913) 624 5375 


JatmtLH^fmaa 

Senior Vice President 
External AJJairs 


Fdwuaiy 3, 1998 


The Honorable Susan M. Collins 
United States Senator 

Chair, Permanent Subcommittee on Investigations 
Govonment Affairs Committee 
432 Hart Senate Building 
Wellington, D.C. 20510 


Dear Chairwoman Collins: 


Thank you for the of^rtunity to provide the Subcmnmittee with Sprint's views on the 
prot4em of unauthori^ changes in subscribers’ selectimis of long distance carriers («i 
abhorrent (wactice commonly known as ’’slamming’^- Slamming is a plague on the 
competitive long distance marketplace, and h will undoubtedly sfvead to local telephone 
maricets if and i^dien competition develops there. How to solve the imUem, though is 
less clear. 

The Federal Communications Commission ^CC), as well as other regulators, have been 
looking into ways to prevent slammii^. In(ked, the FCC has already adopted aggressive 
rules requiring independent verification of telemarketing orders in order to minimize the 
opportunities for slamming. The FCC has also sought p^lic comment on bow it should 
implement the mandate of Congress in Section 258 of the Telecmnmunicatimis Act of 
1996. A copy of faint’s September IS, 1997 Comments, and September 29, 1997 Reply 
Comments in that FCC proceeding (Common Carrier Docket No. 94>] 29) are enclosed 
for your information and file. 

As the Subcommittee considers ways to eliminate the slamming problem, we would 
respectfully ask that you keep a couple things in mind. First, our research reveals that 
slammii^ allegations arise fitun several differrat causes. Some seem to resuh frc»n 
confusion in the customer’s household about who had the authority to authorize a change, 
smne from ’’buyers remorse” (when a customer mi^ authorize a change, but later regret 
and recam), and some from customers seeking to avoid having to pay change charges. 

There are also, clearly, bad actors at wmk. Some customers have been known to assert 
they were slammed by various carriers at different times with the sole motive of 
obtaining free service for a period of time. On the other hand, there seems to be a 
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significant number of outlaw carries >riK> ruthlessly slam innocent customers, hoping 
Aey’II the bill mibm coispiaiiit. We need to eradicate those lad actors, »4to ignore 
the current rules uid who will surely not be deterred by simply increasing civil and 
administrative penalties. 

Thoe am also tia inadv^oit slams. The fact is that w^n a long distaimte cruiir^ advises 
a local telephone company tiiat a customer has decided to change service, a lot of data is 
passed between them to accomplish the conversion. In the course of transferring this data, 
there is a real opportunity for error by either or both carriers. If a single digit is foms- 
posed in the ^ist(nneu’'s telephcme number or the long distance carrier's identification 
code, the wrong customer could be connected to the wrong carrier, despite a valid order 
fiom the right carrier for the right customer. There is some evidence that such errors 
with some fieqioncy, but the process is such thftt they are lard to detect and 

audit. 

Which brin^ me te the second important point. That is the process by which customer 
long distartee sek^ons are chang^ is by submitting ord^ to the inciunbent local 
telephone company. The telephone company, in order to be completely non- 
discriminatory, makes no judgment about the validity or ^tpropriateness of any change 
c»der submit^ to it, but simply executes it (hc^fiilly, error free). Tlws, unscrupulous 
actors Imowingly can submit fdse orders to teiq>hone companies, get the cu^omers 
converted and hope they’ll pay before discovering or complaining about the unauthorized 
service change. Indeed, the process somewluU seems to encourage such fraudulent 
submissions. 

Thus, we suggest that an effective meam (o curb fraudulent stammers would be to piit 
controls upon the sid>aussion of orders to telephone companies. In particular, we believe 
that a neutral third party can and should be inserted between the long distance carrier and 
local telephone company, who has the respcmsibility to verify all change orders before 
they are executed. This neutral third party — ^udiich could be the neutral Number 
Administrator crewed by the ^96 Telecom Act — should be empowered to exercise 
judgment when it receive orders to assure they are accurate; fr>r in^ance, it could require 
proof of independent verification of orders received from a new carrier, or could have the 
right to reject orders from carriers who’ve been proved to have fraudulently slanuncd 
unsu^>ecting cummers in the past. Sudi a neut^ thinl party ctmld also eliminate die 
possibility of anticompetitive conduct by an inciunbent telephone company that is also 
competing against Iraig distance carriers. 

We ^Kerely believe that these suggestions, if comprehensively and conscientiously, 
could end slamming altogetiier, because they are directed at the root cause of the 
problem. On the other hand, we are genuinely concerned that simply increasing civil and 
administratis^ penalties for slammii^ will not deter the bad actors, and will lead to 
endless Utigsti<m by others. In that regard, we believe that existing laws — not tmly 
directed at slamming, but others includii^ wire fraud statutes — already contain 
significant penalties to prosecute the truly guilty. 
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Thus, Sprint is most anxious to wmic witfi the SubcMnmittee to find and implement a 
solution to this problem, and hope that you*ll call upon us to contribute. Plc^ call James 
E. Lewin, Jr., Vice-President-Govemment Affairs in Sprint’s Washington Office 
(202/828-7412) at miy time. Thank you very much. 


Respectfully submitted. 


cc: The H(mond)le Sam Brownbock 

United State SenaUw 
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TESTMONY OF AT«T COUP. 

KFOiS THE COMMTTEE ON GOVERNMENT 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
U.S. SENATE 
MARCH 13, 1998 

AT&T commends Senator CoUns and her staff for hoMliq a field hearing 
on Fetmjaiy 18, 19M on Ihe important issua of *siannming,' which is the 
ftaudulent practioe of switching consumers from their prefened carrier without 
theirconsenL we appreciate the opportunity to submit these written commeiMs to 
the sidxsommNtee ferttie record. 

AT&T estimates that in 1997, our competilois slammed nearly 500,000 of 
our 80 mfifon customers. We regard this atlacfcrxi our customers as intolerabie, 
and we share the Congress' Merest in finding ways to erartkate this practice 
without impairing existing and emerging legitimate con^wtilion in the 
telecommunications m«t(elpiai». Wide the federal government can help create 
the right kxMntives to discourage slamming, carriers can and shtxdd take 
aggressive steps of their own to stem the practice. 

On Marchs'*. AT&T armourKMl bold, new kiHialives to protect our own 
customers from unscrupulous slamming by other carriers and to minimize the 
possffriltty that we will be involved even kiadvertenlly in slamming any other 
carriers’ custorrrers. These kiiliatives oombkte actkms we are taking ourselves, 
and measures we have urged the FCC to adopt in its pending rulemaking on 
slatrrmingunderSection258oftheTelecommunicalionsActof 1996. Public 
policy rrtakers in Congress and the states have been increasingly txxKemed 
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about slamming. We hope our steps will be constructive as Congress continues 
to consider legislation to address this issue. 

As an initial matter, the Congress should ensure that Section 258 of the 
Telecommunications Act of 1996 wiil be properly implemented by the FCC and 
that the resulting rules are enforced by both the Federal Communications 
Commission (FCC) and the states, before imposing new requirements. The 
Congress has already given the FCC full authority under Section 258 over earner 
selection for local exchange and toll services, in addition to long distance service. 
The FCC has considerable expertise in this area, it has had a proceeding 
underway since July 1997 to modify its rules, and it is expected to issue an order 
in a matter of months. In all events, anti-stamming laws should take care not to 
stifle continued intense competition in the long distance market as well as 
emerging competition in the local exchange and toll market, which rewards 
consumers with lower prices, greater innovation and better service. 

The Mature aiKl Scope of Slammlno 

Slamming is a serious problem in the highly competitive long distance 
market, as AT&Ts 500,000 customers who were slammed by our competitors last 
year would attest. Nevertheless, slamming statistics need to be placed in 
perspective ' against the backdrop of the nearly 53 million times customers 
changed long distance carriers in 1996 alone. This is not to minimize the harm of 
slamming; indeed, AT&T customers are the fevorite targets of unscrupulous 
carriers that treat slamming as just one more marketing option. However, it is 
important to rerxjgnize that slamming regulations should not inadvertently or 
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Slamming Complaints per million $ of communications revenue 


disproportionately punish carriers that are doing their best to comply with 
legislative and regulatory requirements to control slamming. 

In this regard, the Congress should be aware that AT&T has the best 
record in the industry, i.e., we have the lowest relative incidence of slamming 
ownplaints as measured by the FCC, as the following chart demonstrates: 


Slamming Complaint Ratios for Long Distance 
Companies With 200 or More Total Complaints for 1996 



SouRC fortitt: FCC’i Comtm CmierSconcnd. CtoconPer 1997, (P. 24 & Appodix B) 
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The FCC's December 1997 Common Carrier Scorecard Report further shows that 
AT&T had the best score of the 7 carriers and 21 resellers served with more than 
100 complaints in 1996. As Investors Busmess Daily reported, quoting Jeffrey 
Kagen: The slamming nightmares don’t ready come from the larger long-distance 
companies, they come from smaU, renegade resellers...' {Investors Business 
Daily, September 30, 1997). 

What The Irrdustrv Can Do 

As an industry leader, AT&T has a zero tolerance for slamming. The steps 
we announced on March 3" give teeth to our comnnlinent to deal with slamming in 
an aggressive and effective way. First we have volutttarily and undaterady 
suspervled the use of outside agents for face-to-face ctxisumer marketing efforts 
at local community events. We wdl not resume using those vetKlors until we ate 
comfortable that they can meet our zero toleran(» anti-slamming policy. 

Second, as other teshmony presented to the Subcommittse has 
undersooted, the carriers that slam our customers are frequently resellers that 
lease time on AT&Ts network to provide their service. We have anmunced that 
we wdl charge these resellers for the cost of handling each valid customer 
slamming complaint that they cause, arsf we wdl step up txir monitoring of these 
reselters' marketing practices to ensure that they are not misrepresenting 
themselves as AT&T. If a customer who has been slammed by an AT&T reseller 
calls us, we always attempt to explain to the customer that AT&T had no 
Imowledge of - and did not consent to - the change. As a fbllow-up, for instance. 
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we may ask the reseller to provide us with hard evidence that the resellef has met 
the FC(?s verification requirements and that it was authorized to make the switch. 
We also may ask the reseterto re-rate the caK if necessary. 

Third. AT&T is taking steps to raise our customer's awareness further. 

Aft«' sM, the trfbnding companies are bettir^ that crmsumers will ekhar nrrt notice 
that they have been slammed or will rxit know what to do about itFor years we 
have reached out to consumers to educate them about how to protect themselves 
against slamming, and we will continue those efforts. In 1994, kM- distance, we 
launched a national advertising campaign in English and Spanish for newspapers, 
TV and radio to advise consumers on how to protect themselves from damnArg. 

In 1995, we produced a videotape in Spanish that was distributed nationwide 
through media outlets. Other more recent education initiativas have included 
direct mail to our customers in English, Spanish and 5 other languages and a 
widely distributed feature news article in Spanish. 

Firtaily. earlier this month we established a toH-free slamming resolution 
cerrter (ff 1-800-538-5345) to provide dedicated service representatives, around- 
the-clock and seven days a week, to resolve any consumer slamming complaints 
irwolving AT&T. The center is committed to resolving rmst slamming inquiries on 
the find cal and any that require further investigalion within three business days. 
On Apri 1**, the center is scheduled to st»t hanrHing business customer 
complaints as wel. 

We recognize, however, that private efforts c»mot by themselvM medicate 
the piacbce of slamming. In that regard, AT&T strongly supports the FCC's 
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consumer education programs, including its on-line services avaiiable through the 
World Wide Web. We encourage the Congress to ensure that the FCC has 
adequate resources to enforce its rules and support those programs. 

The FCC Should Require Third Party Verification 
for all Service and all Carrier Changes 

AT&T has called for the FCC to require that all residential carrier changes - 
whether for long distance, toll or local exchange service - be verified by an 
independent third party before they are processed. This verification is now 
required under current FCC rules only when long distance companies call 
customers to solidt their business. AT&T is proposing that verification also take 
place when customers themselves initiate the call, submit a signed form 
requesting a change in service, or agree to have their service switched while 
attending a local event in the community. AT&T has begun to develop the systems 
arxl training necessary to implement third party verification on all residential 
changes following adoption of nationwide rules,. The cost of implementing this will 
not be negligible: AT&T estimates that it wHI cost up to $ 58.7 million annually 
(with an additional $ S.S million in start up costs) to implement verification 
measures for inbound calling alone. Nevertheless, we believe that if done 
industry-wide, it will stem slamming of customer-initiated calls. 

A third party verification requirement is for preferable to requiring a 
customer to send in a signed, written authorization before being allowed to 
change carriers, as legislation in the House proposes (H.R.2120). Such a 
requirement would unduly burden consumers arfo carriers both with extra layers of 
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papowmfk and bureauaacy. increasing the chance of enor, delaying customer 
choice and. in some cases, preventing consumers from receiving the service they 
requested- a lesutt that is dearly arrii-consumer. Moreover, because many 
slammed customers receive no contact from the offetKling carriers, such a mle 
would nrd stop the most egregious vioiators. Forthese reasons, in 1991, the FCC 
reiected proposals to accept only written change orders. 

Absolution of Consumers* Bills 
Is Unwarrsntsd and Unnscessatv 

A number of parties that have submitted comments on the FCC's proposed 
rules, and legislation in the House <H.R. 2120), would requte a carrier that has 
changed a customer without authorization to Ibrgiveorrefund to the consumer the 
ful swnount of the consumer's long riistance bWs Its’ the period the consumer 
received senrice from that carrier. AT&T believes that this proposal is 
unnecessary to restore subscribers to the economic position they would have 
enjoyed absent the disputed change. This Is because current FCC rules alteady 
require the unauthorized carrier to re-rate its bill to the same level as the rates of 
the customer's chosen carrier. Additioiially, under the FCCs rules slammed 
custorrrers are entitled to be changed back to their chosen carrier at no cost to 
themselves. Absolving subscribers of all charges would therefore create a 
windfall to the consumer, and for this reason alone Congress should discourage 
the FCC from adopting this proposal . 

Moreover, giving consumers free caKng cwrid trtso cte^ sbong economic 
incentives for fraud and abuse by some customers and would create immense 
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burdens on carriers and regulatory bodies by generating additional unwarranted 
slamming disputes. Finally, it would undenaine slamming dispute resolution 
procedures because customers would lose any incentive to report unauthorized 
canter changes promptly. 

Cartier-«o-CatTter Penalties 
Should be Strengthened 

While absolving customers of charges would be unwarranted if only for the 
reasons just described, adoption of that proposal would also undercut Congress’s 
intent in establishing a 'lodestar' in Section 258 of the 1996 Act, which authorizes 
customers' preferred carriers to recover all unauthorized charges collected from 
those subscribers by slamming carriers. Undermining the Section 258 remedy 
would clearly be a step in the wrong direction in efforts t control slamming. 

Indeed, to ensure that there win be sufficient incentives for private 
enforcement of anti-slamming requirements, AT&T has urged the Commission to 
adopt even stronger rules to comperrsate carriers whose custorrrers have been 
slammed. Such a provision should also be inserted in S.1618 and any other 
slamming legislation. After all. slamming not only injures consumers, it also harms 
their chosen carrier which has lost the business - and, as a result revenues and 
profits - due to the malfeasarrce of its competitor. AT&Ts proposal to establish a 
carrier-to-catrier damage remedy of $1 ,000 per valid slamming incident against 
carriers that violate anti-slamming rules would give injured earners additional 
incenitve to go alter slamming carriers, supplementing the 1996 Act Todestar' 
described above. 
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This carTier-to-carrier remedy would also complement private action by 
consumers, which is permitted under common law today and would be expanded 
under various bills pending in the Congress, including S.1618. In that regard, we 
have suggested that provision in S.1618 directing all consumer complaints to the 
FCC would overwhelm the agency’s stafF and budget. The proper forum is be the 
court system, and specifically the small claims courts that are experienced in 
deciding consumer complaints promptly and without burdensome or costly 
procedures.. In the District of Columbia, for instance, the filing fee is only $5 to for 
a claim up to $500, $10 for a claim up to $2,500, and $ 45 for a claim up to $5,000 
- which fee is reimbursed if the plaintiff wins. 

Unfortunately, the proposed procedures and penalties contained in various 
Congressional bills (S. 1618, S. 1137 and H.R. 2112) are much too stiff for AT&T 
to support. For instance, proposed minimum fines of $40,000 for a first 'offense" 
and $150,000 thereafter provided in S. 1618 would be out of proportion to the 
harm caused by inadvertent slamming and would unreasonably punish AT&T and 
other larger carriers with the best record of performance. In addition, the proposal 
in S. 1618 that State Attorneys General be able to seek treble damages, rather 
than limit them to injunctive relief, could leave legitimate earners that make an 
innocent mistake that affects large numbers of customers subject to minous 
damages. 
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F«clwl Pr — m o ti o n of lnconsl»t»nt 
State AnH-Slomiiiinq Stotutw Is E—nBal 

Any slate regulation should minor as closely as possible the (edeial 
regulations promulgated by the FCC. Many states have enacted or are in the 
process of enacting their owm anti-slamming njies, before the FCC has completed 
its own rulemaking under Section 258 of the Telecommunications Act For 
instance, the Maine legislalure is constdering a bS (LD-2093) that generally 
mirrors existing and proposed FCC verification procedures, except that M would 
also absolve the consumer of all charges if they are slammed. Otherstate 
statutes or regulations provide differing means of verification, time frames and 
penalties. 

The Congress under Section 258 of the 1996 Act created a scheme by 
which the FCC would develop uniform rules governing both local and long 
distance carrier selection, and the states would have dual authority to enforce the 
FCC's rules for intrastate calling. Indeed, state enforcement of federal rules can 
effectively supplement industry and federal efforts to stem slamming. It is 
important that any now legislation carry fonnrard this concept of unifonn, national 
niles and federal preemption of inconsistent state regulation of anti-slamming 
requirements. 

AT&T cannot stress erKXjgh the importance of providing for a uniform 
framework of legal and regulatory anti-slamming requirements in any federal 
legislation. Otherwise, AT&T and other national as well as regional carriers would 
have to separately comply with differing, and potentially inconsistent, earner 
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selection procedures for each state, which would be extremely inefficient and 
expensive. The costs of complianoe with such a “patchwork quilt" of state 
requirements could not be recovered by carriers through higher telephone service 
rates either in the already hghly competitive long distance market or the emerging 
local exchange and toll markets. New competitors would have a strong 
disincentive to enter any of these markets. It would be more difficult and more 
expensive to develop education programs and to get that information into 
consumers’ hands, and consumers would inexplicably have to cope with a double 
set of rules, depending on whether the carrier change was for long distance or 
local calling and, possibly, on whether the customer's state has more than one 
LATA . As local markets become competitive, the problem would be compounded 
for customers that want to receive both local service and long distance senrice 
from a single carrier. 

In these circumstances, conflicting state regulation of anti-slamming 
requirements should give way to prevent those rules from impeding the federal 
anti-slamming policy and procedures promulgated by the FCC, or from otherwise 
thwarting the Important federal interest in presenring arxl promoting robust 
competition in telecommunications. 

A Neutral Body Should Administer Carrier Selection 

The local companies have a vested intetest in maintaining their monopoly 
positions, and they have already derrxinstrated their intent to use slamming 
concerns as an excuse to flmit competition in their truMkels. For Instance, in 
December 1995, Ameritech sent its customers a bill insert titled “Donl Get 
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Slammed", in which it offered to freeze their choice of local, local toll and long 
distance carriers. According to the IIIItkjIs Commerce Commission there is no 
doubt that the bill insert was designed to help maintain [Ameiitech's] monopoly in 
the [local toH] and local market in IHinois and to place [long distance carriers] at a 
competitive disadvantage in attempting to break into the market" ICC Docket 96- 
0075, 96-0084, April 3, 1996 Order at p. 6. Last September, the Illinois Court of 
Appeals unanimously affimied the Commission's decision, stating that the timing 
of Ameiitech's bill insert arxl offer of [a carrier freeze] hindeied the opening of the 
[local ton aiKi local] market to competition and presented an additional hurdle to 
customer choice." Illinois Bet Tel. Co. v. ICC, Nos. 1-96-2146 et al. (M. App. Ct. 
September 5, 1997). 

AT&T has urged the FCC to eliminate the local telephone companies' 
control over processing of customer changes in their local, local toH arid long 
distance carriers. This could be accomplished by setting up an independent body 
to handle such changes. WhHe the FCC already has the authority to evaluate 
such a proposal , it would dearly be beneficial io hidude in any legislation a 
requirement that the FCC conduct that analysis . 

Conclusion 

In conduskm, AT&T strongly supports efforts to curb slamming because of 
the harm to consumers and carriers alike. The FCC has the expertise to address 
and regulate slamming and has been mandated to do so pursuant to Section 258 
of the Act. AT&T recommends that Congress encourage the FCC to extend its 
existing verification rules to Inbound calling and to the local carrier selection 
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process and that the states look to the existing FCC rules and the forthcoming 
FCC rules and minor them. Such mirtoring will avoid unnecessary consumer 
confusion between federal and state rules for carrier selection and will avoid 
unwarranted costs, efforts and burdensome regulation on existing and newly 
emerging telecommunications carriers. 

AT&T thanks the subcommittee for the opportunity to submit a written 
statement. 
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Senate Penmnent Sabcommittee 
on Imcstiptions 


EXHtllT#. 


SUtemeot of Frooder Corporadon 
to die U.S. Senate Permanent Sabcommittee on Investigadons 
Regarding the Hearing Held on February 18, 1998 
in Pordand, Maine 


Frontier Corporation is pleased to have this opportunity to submit testimony to the 
Permanent Subcommittee on Investigations of the U.S. Senate concerning the issue of 
telqihone slamming. Frontier Corporation is a $2.5 billion company headquartered in 
Rochester, New York that provides integrated telecommunications services including long 
distance, local, wireless, data and Internet. Specifically, Frontier provides local telephone 
slices in 13 states and is the fifth largest provide* of long distance services nationally. In 
the state of Maine where this hearing is being conducted. Frontier is ranked as the fourth 
largest long distance company. 


As this hearing seelcs to examine the prevalence of telephone “slamming"’ and how 
consumos mi^t be impacted by this activity, it is important for the Subcommittee to 
understand what constitutes slamming and what does not. Slamming sdiould be defined as 
the intentional unauthorized switching of a consumer’s long distance service. It is 
important to distinguish between intentional and unintentional for one v^y important 
reason. The majority of complaints received by die States and the FCC that address 
incidences of slamming (correctly defined as the intentional change of a consumer’s carrier 
without that consumer’s authorization) are in large part the result of actions by relatively 
few companies that do not have the interest of consumers in mind. Intentional incidences 
of slamming are thMe th^ any agency whether state or federal should be focusing on in 
IKOtecting consumes. 
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Unintentional incidences, however, can and do occur in numerous ways. For example, 
whoi the consumer has proactively authon3»d a change but forgets he has dom so, whrai 
the consumer uses an alternative long distance company on a "'casuar basis or when either 
the local exchange earner or long distance company makes a mi^ake in keying in the 
correct telephone number and inadvertently changes the wrong customer’s long distance 
service. 

As a major player in ttw long distance business Frontier adheres to the Federal 
Communications Commission presubscription rules, as well as any q>ecinc st;^ut^ 
pertaining to telemarketing procedures established to verify a customer's desire to change 
long di^nce service provide. As you may be aware, the FCC is in the process of 
revising its current rules and a decision on this is expected at any time. Of the four cations 
now available, Frontier uses I ) third party verificatiem or 2) a signed letter of authorization 
(LOA) to minimize potential slamming occurrences. 

It is also impoilant to highlight that whether Frcmlior field sales representatives, 
telemarketing employees or authenized agents talk to a potential customer, we do not 
tolerate tmy unethical behavior towards consumCTs. Employees or agents that engage in 
behaviors such as intentiona! sivnming face immediate dismissal. In any situatiem in 
which Frontier can validate that it is indeed respcmsible for incorrectly changing a 
contamia-'s kmg distance service, we switch the consumn’ bxk to their prefored esurio' at 
no charge and provide a credit for all long distance charges incurred by the customer for 
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the time they were switched to Frontier’s long distance service. Additionally, Frontier 
maintains a d^artment whose purpose is to receive, investigate and resolve ageiKy 
complaints in this regard to provide pertinent data about the causes of slamming and to 
make certain we are aware of any internal problems that can then be quickly corrected. 

Although use of the two previously noted vmfictUion options does work to reduce 
slamming complaints, they will never eliminate unintentional slamming that will occur 
regardless of how careful any company is in dealing with consumers. One reason that 
unintentional slamming does happen is attributable in some part to customer confusion. 
Individuals may indeed authorize a change and then simply forget that they did so. Whoi 
provided with ^propriate verification, they realize that perhaps they did authorize a 
change. Oftentimes, consumers may use an alternative long distance provider by calling 
casually using a 5 digit code and trying out a new service provider to see if it is to their 
liking. When they receive a bill from the alternative service provider they have irkleed 
used, they may have forgotten about the calls and feel that they have been slammed. It is 
not unusual for a slamming complaint to be resolved when verification is ixoduccd 
indicating an hous^ld member did indeed authorize a change or that calls were made 
casually. 

A second significant cause of unintentional slamming that we see in researching 
complaints is directly related to a change being made to the wrong customer’s account 
inadvertently. To expand upon this, first let me explain dial the long distance conqMUiy 
must submit a change request to the local exchange carrier (after appropriate authorization 
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is received from the custcmier) to effectuate a change in service provider. The long 
distance company has no technical ability to effectuate a change, this can only be done by 
the local sovice provider. Oftentimes, the local exchange carrier unintentionally 
transposes digits of the teIq>hone numb^ causing the wrong consumer’s long distance 
service to be changed. When this happens the consumer oftentimes believes that slamming 
has occurred and files a complaint against the long distance service provider. Meanwhile 
the long distance company accused of slamming has nothing to verify the change because 
they have never had a conversation with the customer, nor submitted a change request to 
the local service provider. Up to 20% of alt slamming complaints Frontier investigates 
ultimately resulted from errors attributable to the local service provider making incorrect 
changes to a customer's account. 

Responsible industry players, like Frontier, are not interested in offending customers or 
forcing them to take our long distance product if that is not what they desire. Our company 
has been in business for almost 1 00 years and would not engage in practices to devalue our 
name arid reputation which we work vigorously to protect. The nature of the long distance 
business is too highly competitive to alienate potential customers, as we may want to gain 
them back sometime in the future. We attempt to win consumers over to Frontier with our 
competitive pricing plans, our high quality network, our customer care practices and our 
innovative bilKng in which we combine many services on one bill. Our product and 
service offerings are excqttioiul and therefore. Frontier has confidence it its ability to win 
customers without having to resort to co-opting customers frwn other providers by 
engaging in intentional slamming practices. 
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It is our c^inioQ that the FCC rules are sufficient to |Mt>tect consumers against tfiose 
companies thtf are in the business to intentionally haim consumers. If long distance 
service |MOviders adhere to the established federal verihcalion rules and dte FCX^ uses its 
oiforcement authmity to swiftly resolve complaints, including using the tools available to 
them such as fines and revocation of operating authority for those companies with a pattern 
of pernicious behavior, consumers will be adequately protected. 

In providing advice to consumers rdxnit ways to avoid slamming, Frontier would si^est 
that consumers first of all be familiar with who their current long distance provide is and 
firmly communicate their desires to any telemarketer. In a competitive environment, a 
consumer’s best defense is a good offense, and that is to educate themselves about 
companies that provide the best mix of products, services and prices to match their 
particular needs. 

In researching this issue, it is important for the Subcommittee not only to determine that 
slamming does indeed occur, but to go further to investigate the root causes so that 
responsible companies, like Frontier who are working within the established rules are not 
burdened with new onerous requirements by either the FCC or Congress. 1 would hope the 
Subcommittee considers these issues in its deliberations. Frontier would be pleased to 
work with Congress in any way to address this issue and thanks the Subcommittee for the 
opportunity to provide written testimony. 
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TESTIMONY OF MQ COMMUNICATIONS CORPMATION 
Praotted by Wtyne Huyaid 
Pioidait, Maa MtriceU 
before the 

SENATE GOVERNMENTAL AFFAIRS CCNdMITTEE 
SUBCOMMITTEE ON PERMANENT INVESTIGATIONS 
Febnnry IS, 199S 

Field Heeling on Uneut h o ri ned Switdiii« of Loi« Dislence Canien 


Thank you veiy much for alfowing MCI to provide a written statenient for the hearii^ 
record examining the prevalence of telephone siamming-the unauthorized switching of a 

consumer's long distance provider. 

I am Wayne Huyard, President of MCI's Mass Markets business unit. 1^ oiganization is 
responsible for MCI's residential and small business sales, marketing, and customer service 
efforts. 

The steady drumbeat of consumer horror stories about slamming reflects a consumer 
protection crisis. It threatens to impede telecommunications competition in a way that will 
ultimately be damaging for consumers and our industry, MCI recognizes that slamming 
prevention is one of the most important issues we need to address. 

The interests of consumers and responsible telecommunications companies in this area are 
not inconsistent. In fact, our interests are aligned. 

MCI has a compelling self-interest in supporting measures that crack down on slamming 
Brand and reputation are crown jewels. Slamming threatens to steal them We put our 
customers first. We won’t win or keep customers if we don’t act responsibly. So. we feel 
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comfortable supporting reasonable regulations in this area, beca u se we already employ quality 
control measures that set the gold standard in the industry. 

In addition, h’s foir to say we have suffered millions of dollars in lost revenue by having 
large numbers ofour customers converted away without customer authorization. So,westron^ 
support effective en fo rcement efforts as wdl. 

Etpially impcHtant, we are concerned that if consumers continue to flice concons about 
slamming, they will siiiq)ly opt out of the process of exercising their ri^ to chat^ services. 

They vrill decide h’s not worth h to ecerdse foe choices that tdephone competition promises. 

This would be a disaster for carriers like MCI that want to earn new customers throu^ fair sales 
and marketing efforts, intimately, it would be a tragedy for consumers as well, who would be 
denied the boiefits of competition, particularly as we move into an era where consumers will have 
competition for local as well as long distance s«vices. 

I'd Hke briefly to offer MCI'a perspective on what we believe would be the sir^e most 
effective measure to cradc down <mi slamming. In addition, I'd like to raise our concerns about 
some disturbing trends that appear to be the misuse of legitimate consunter protection concerns 
for nskedly competitive purposes. 

MCI believes that any l^slative or r^tdatory acticMi in this area must put consumers 
first, while not losing sight of the realities of a rational business environment. It cannot ignore 
foe benefits that co n ipe thion and flexible dioice bring to the public. We must design solutions 
that weed out foe bad actors, while not overburdemi^ the industry with regulation that would 
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impose delay, bureaiioacy, inefficient, ccMisumer-unfiiendly hurdles or additional costs onto the 
process of chan^ng tdecommunications services. 

MCI has activdy participated in the pending FCC rulemaking that seeks to adopt more 
effective r^ulaticMu rdating to slammii^ preventkm and enfcn-cement. MCI believes this area 
cries out for a national set of solutions that apply to tong distance, local toll, and local service 
carrier changes. A piecemeal approach would chill competition and create burd«i$ that wcHild 
outweigh changes. We believe Congress should retain federal fH^emption over this isaie. 

We would oppose any measures that would permit the fleeter of inconsistent state relation to 
raise impossible barriers to effident business jMactices. 

So, what should be done? MCI believes that Third Party Verification-or TPV-should be 
adopted as a natkMiwide requirement for all carrier switches. MCI’s own experience with TPV 
convinces us that it is the single most consumer^friendly and effective approach to cuihing 
slamming. 

Third Party Verificatkm involves tel^>hooe confirmation of carrier switches by an 
independent third party verification company. TPV is quick, consumer fiSendly, and effective. It 
confirms essential informaficMi about the customer’s decision to switch in a one to two minute call. 
Importantly, the TPV company receives no commission or other financial incentives to confirm 
saleiocden. It sUnply verifies customer choioe. 

Third Party Verificatkm is an efficient process. It avoids order entry delays that are 
otherwise involved if written customer agreemenu inust be gathered. It penniu consumere to 
begin eidoyiag promised benefiu sooner. TPV acknowledges dm modern reality that consumers 
want to deal with phone service issues over the tdephone. 
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Most importantly, TPV is I proven means of reducing unauthorized conversioiB. For 
example, just recently the California Public Utility Commission announced that long distance 
stannning overall in California is down roughly 50% for residential customers. That reduction, in 
large part, can be attributed to the foct that California enacted a new state law a year ago 
requiting third patty verification tor carrier switches. 

MCPs own experience with TPV is instructive. We implemetded TPV in 1992 fisr our 
outbound telemarketing sales. This resulted in a dramatic reduction in telemarkelittg 
complaints— to the point where only a tiny fractioa of one percent of all MCI teletnarketing sales 
results in complaints of any type. 

However, in all candor, our other non-telemarketing sales channels that were not subject 
to TPV verificatkm measures corrtinued to be a source of crmcern. In particular, face to fine and 
evcm sales effirrts where MCI gathered written Letters of Authorization fXOAs'’) were the 
source of a disproportionately large perccrttage of MCl’s disputes and complaints. 

We found that while “get it in writing" sales channels represemed less than 20% of our 
residential sales activity, these same sales methods represemed almost 50% of MCI’s cornplaims. 

We noticed the same trends throughout the industry, as most of the mtyor enfbrcetnem 
actiorrs revolved around forged LOAs, deceptive sweepstakes marketittg, deceptive checks, and 
other forrtts of marketing that “got it in writittg,” hut didn’t protect the consumer. 

Armed with these fiKts, MCI decided to make another mtyor commhniem to Hs own sales 
rprality eflforts. Early in 1996, MCI committed to the FCC that h would conduct TPV for 
virtually afl hs residential and small busittess sales activities, including inbound sales. By the Ml 
of 1996, we were conducting TPV for virtually aU our residential and small business sales. 
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The results have been dramatic. We*ve seen a substantial reduction of conq^aints fiem 
sales channels not previously subject to independent verification. Overall, MCTs commitment to 
TPV resulted in a year over year reduction of more than 50% in our complaint percentages. The 
bottom line is that MCI’s commitment to TPV has greatly benefited both us and our customos. 

Are we perfect? No. One OMni^aint is too many. We*re still doing whatever we can to 
inqxeve our own sales quality. But given the fict that over 40 millicm customers switched their 
long distance service last year, it’s inevitable that some level of complaint activity will occur. 

We believe that TPV is the consumer protection gold standard, and would urge consideration of 
rules that recognize its proven value. 

We would also suggest consideration of an additional consunwr protectkMi step, and that 
is to ensure the validity of TPV verification by tape recording the verification transaction. MCI 
is cunently |M^q)aring a test to determine the vi^ity of recording these custonner confirmations. 
We don't have any results yet, but recording may be the next level of protection to ensure that 
TPV transactions do. in &ct, fiurly confirm a customer's agreeme n t to switch phone service. 

MCI is aware that there are proposals to require written agreernems firom customers for 
all carrier swhches. Any such approach would be a disaster fitun a customer perspective and a 
coiiq>etittve per sp ective, and would, in fiKt, fiul to address the main source of current slamming 
problems. 

Contrary to oonmon perception, industry slammii^ proMems are not primarily rdated to 
tdemarketing. Instead, the vast maioiity of reported eaforccsnenl actions across the country have 
involved sales methods usifig written LOAs. The real problem areas have been forged LOAs and 
deceptive LOA marketifig techniques such u sweepstakes and deceptive checks. 
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Getting h in writb^ is not the sohitKM}. In &ct, it's the primaiy problem. 

Requirii^ written LOAs would haim consumm and impede ccMnpetition. Today, the 
vast imgority of MCl*s sales, and mudi of the switchii^ that occurs industry-wide, takes frface 
over the phone. Requiring LOAs would frustrate consumer c3q)ectations of being aUe to 
authorize |4ione service sdections over the tdephone. It would dday consumer enjoyment of 
pronused benefits. It would add significant costs associated with mailif^ and retrieving LOAs. 
The ultimate resuh would be a temMe dam^e to fiexiUe, consumer IHendly choice. Many 
customers would singdy decide that it*s too much troiMe to switch. As a result, coi^wtition 
would suffer. In short, we urge rqection of any efforts to require written LOAs as the solution to 
the slamming epidemic. 

MCI is also concerned that some interested companies and groups have been ^nicaUy 
using Intimate consumer concerns about slamming fix their own competitive interests. Some 
carriers have actively promoted so-called PIC (Preferred Imerexchai^ Carrier) Freezes as a 
solution to slammif^ by the loi^ tfistance mdustry. A PIC Freeze is a service offered by a local 
telephone company to customers that typically provides that no chat^ to the customer's primary 
imerexchange carrier service can be made unless the customer affirmatively and personally 
contacts the load tdepheme company and requests the change. 

Unfortunately, these innocent-soiuiding devices, and the processes surrounding them, have 
fin too often been used not for the benefit of consumers, but by local carriers as a device to 
maintain their m'mopoly stranglehold on local and local toll customers. 

We have seen a rash of efforts by local carriers to scare consumen imo agreeing to PIC 
Freezes in an e n v iron ment where the consumer 1) doesn't reaUy understand what he or she is 
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agretingto, and 2) doesn’t miize that the local carrier will use the customc’s assent to impote 
roadUodts to the customer’s later interest in changing service providers. 

Ameritech, tor example, relused to switch customers who have previously dected PIC 
Freeze prmectioii even after dicy both coafitmed a service order fiom MCI, and then u a 
second transactioii, had that order verified by an independent third party verificatkw compamy. 
Ameritech then compounded this anri-conaumer conduct by refiisii^ to afiow a service cfaaiige 
unless the customer called Ameritecfa, and wu forced to endure Amecitech’s aggressive wiribadc 
attempts to keep foe customer ftomswitciiing. No consumer riiould have to put up with these 
ttdcedly anri-coBgietWve tactics, and MCI has sought to protect consumer mterests by ffing 
oom^aints againtt Ameritech with foe Illinoit, Micbigia, and Wmcaaia PUCt. 

MCI has railed theaeconoema with foe FCC in its pending mlesnelring on alamming. We 
hnve proposed n series of measuies that swMild eoaure consumer protecrion, while at foe same 
time prolifoit foe aaii-competilivc and discriminatoty abuse cwiendy occurring in foe ginse irf 
riamming protection. We remain concerned, however, font same of the rhetoric aurroundh^^ 
issue is genermed I9 those miereited in acarug oonaumers away fiom exercising the fteedom of 
compelitioa. We can’t sftbrd to oveneact by imposiiig l^islation or ragulntioo that would render 
fice and flexible consumer choice impossible. Ultimatdy, coosumers would be foe biggeet loser 
if that were to happen. 

We also beheve that equally strong consumer protection measures need to be uken 
against local exchange carriers who ddny or foil endreiy to act on coimimer service chai^ 
reipiests. Oik of the most diatuihingtsends over foe pest year is foe appalling perfonnance of 
local exchange carriers when it comes to executii^ customer requests to switch local or local toU 
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services away from that local carrier. Consume are experiencing weeks of delay and 
intentional intransigence, as the LECs desperately tiy to hold on to their monopoly customer 
base. Orders are being dropped, and both customers and competing carriers are bdng forced to 
fight through a gauntlet of inefficiency imposed by LECs. The net result is the same as 
slamming: the customo* is prevented fi'om selecting a competitive service provider. We would 
encourage Congress to attack this problem as well. 

As we move into an era where the local telq>hone companies are becoming direct 
competitors of long distance companies, the rules and practices need to change. No longer is it 
reasmiable to expect that local exchange carriers will execute service orders, or report consumer 
experiences, on a neutral and unbiased basis. Therefore, MCI believes that serious consideration 
should be given to the establishment of independent third party PIC Administration, to handle a 
host of critical fiinctions-peihaps to include order procesring, service change verification, PIC 
Freeze processing, and protection of customer information. The system right now permits the fox 
to ^lard the henhouse, and the resuhs are ultimat^y dama^ng to consumers. 

Finally, what can consumers do to protect themselves against slamming? Well, MCI and 
consumer groups have been emphasizing that consumers need to read their phone bill each momh, 
just as they should their credit card IhU. This is the best defense and can minimize disruption and 
expense. Consumen should know who they are doing business with over the telephone and 
should be very dear about their decision to accqM or rgect a telemarketing offer. Consumers 
should understand that, currently, a tdephone carrier selection will be verified by one of four 
methods: 1) obtaining customers’ written authorization (LOA); 2) receiving authorization via an 
800 number. 3) sending new customers prepaid, returnable postcards within 3 days of request for 
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cbaoee; and, 4) getting outooien’ and nudiorization veriSed by a third party (TPV). 

In addition, conaumen can periodically confinn who their current caciicr b by calling 
70(ySSS-414l, for free, from their home (biBed) tetephoo e nuiriber. Alao, conaumen riioidd 
carefully tend proviaioaa contained m pnnnotiooa or ada that reauk in changh^ their carrier 
when aignbig up for coideata, prizea, or when reaponding to direct mail aoHcHationa. 

Laat, if conaumen are asked by their local exchange carrier if they warn a PIC Freeze on 
their exiating carrier aelectioaa, they need to understand what it means relative to options for 
selecting a new carrier. 

MCI applauds the Subcommittee’a interest in thU importam matter. We remain 
committed to doing whatever we can, both in our imernal practices and in our external 
advocacy, to ensure that American conaumen are treated burly and erpoy the benefits of 
telecotnniunicatxms competitioiL 

Thank you. 
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EmMT# 

STATEMENT OF 
RICHASD G. HULSEY 

Pitec^al, SYNAPSE Networldnc, LcwWo^ Maine 
Maine Telecanininnlcatiottt Ueen Group (MTUG) 
Chair, Conninnications Fraud Prerailioa 

★ ★ ★ 


Commanto ro; Unnuthorlznd Long OIntnncn uwitching 


I am a principal In a Telecommunications Consulting firm - Synapse 
Networking Inc. based In Lewiston. Maine. I am also on the Board of 
the Maine Telephone Users Group (MTUG) and coordinate Toll 
Fraud Prevention Activities (http; wvw.mtug.org.) 

For the past seven years we have provided communications 
consulting and management services to over one hundred clients 
with locations in Maine, New Hampshire, Vermont Massachusetts, 
Connecticut. Pennsylvania. Indiana, Puerto Rico and Germany. 

For a number of our clients we have an ongoing relationship 
performing the day to day functions of managing the communications 
infrastructure - mostly for companies with multiple locations. 
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I Offer mostly a perspective of slamming from the viewpoint of the 
business community. 

We receive between 15 and 25 calls per month from telemarketers of 
long distance services.. These people typically call a location of our 
clients and are referred to us for screening. 

I now estimate the following segmentation of callers: 

25% legitimate 

■ proper identification of the company calling 

■ reasonable presentation of what is being offerred 
50% “Sleazy" 

■ proper identificafion of the company 

■ misleading ratiortale 

■ “FCC has mandated a "Single Bill'" 

■ ‘FCC allows contracts to be broken’ etc. 

25% Pure slamming attempts 


■ “I am from Bell Atlantic Services Corporation and 
I need to confirm your telephone numbers.’ 
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Some of the callers are really smooth. 

Two years ago our client. The Dunlap Corporation, received a call In 
one of it’s offices from a reseller of a major carrier service. 

He spoke to a temporary receptionist and convinced her to say “y®8’ 
to a questions asking if the office wanted to realize additional savings 
now. 

In this case - after two months of disputing the bill I actually heard the 
tape of the conversation. The receptionist did say *y®s". After putting 
the ciient back to the proper carrier we froze the “PIC” for each line 
and negotiated a settlement. The next bill from the carrier had a 
balance of $ 0.01 . We taped two pennies to the invoice and remitted 
payment and requested a receipt. 

This is a serious issue to small, medium and large companies with a 
large cost as a result of slamming. 

■ Professional fees or internal costs to try to prevent 
slamming; and to resolve these issues when it occurs. 
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■ the cost to get the services back to where they belong 

■ In almost all cases - the additional costs of the calls 
processed by the slammer 

■ In some cases, the clients commitment to it's intended 
carrier is jeopodized This can result in a breach of 
contract and/or underutilization penalties. 

I want to emphasize how smooth these people are. 

Two weeks ago someone in my office received a call on our account. 
They identified themselves as Bell Atlantic Service Corporation. 

They asked for our telephone numbers and were given all but one. I 
overheard the request for the last number, took the call and started 
questioning the caller. When I ask the location, call back number 
and supervisor they hung up" 

Within twenty minutes we received a legitimate call from Bell 
Atlantic's Telemarketing Group in Marlboro, Mass. 

In Maine with intralata -pre-subscription since last fall, the potential 
problems have increased by a factor of two. 
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We understand that most contract provisioning and change of 
carriers - both legitimate and not authorized is done by computer 
transactions between carriers and local exchange carriers. With the 
magnitude of such transactions, individual verification is probably not 
feasible. However, there are some specific actions that could 
significantly mitigate the problem. 

We recommend the following be considered for in potential 
legislation; 

1. The seller of long distance/BOO services must obtain 
written confirmation of the order from an authorized 

representative of the buyer - and not a check 

endorsement. 

2. The seller must retain such authorization on file for five 
years. 

3. Penalties - should be severe for a seller not having 
written authorization when an end user complains of 
slamming e. g. $ 50,000.00 fine. 
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4. The underiying carrier of authorized reseilers should 
also have a share in the responsibility and 
consequences for the actions of authorized resellers. 

Enclosure: Documentation of a incident ( Dunlap Insurance) 

(3 pages) 
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DUNLAP INSURANCE Page 1 of 1 

ACTION PLANS 


Location: 

Somersworth 

Rccon Date: 7-24-95 

Project »: 

S-003-95 

Status: Complete 

Project: 

Review of b“J I charge.s 



Responsibilhv ; SYNAPSH/LTI 


7- 24*95 After discussion?? with Jim Arcl and (^s Oonnan. Dick Hulsey drafted a memo for l /f l 

network scr\'iccs questioning the authori/alion of a change in carrier to li J'J«'Ncl\Nt>rk 
Services. 

(See attached for details.) 

8- 9-95 Dick Hulsey participated in a conference call with Paul ('ody ul FT) and Jim Arcl. A 

recording of fi call to Dunlap's Soincrswonh oflicc that will dix’umcnt that an oalcr was 
placed. 

(See attached for details.) 

One to two weeks hilcr. Paul Cody at FTI called with the recording. Conferenced all panics 
and the recording was reviewed documenting the autht>ri/«lion. 

1 1 -20-95 Regarding final hill 

Paul C<Kly has agreed that S.IOS-d.'t would he final ptiymeni on account even though there 
nwy be some additional .luly usage. 

Reviewed with Jim Sullivan with HI! (800-528-7151). He cheeked with Paul ('ody. They 
agreed to credit the outstanding l>alafKC. Letter was faxeti confirming credit amount. I'axcd 
a copy to frody and Julie 
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S YNAPSE 

BtJOtoalB 

RICHARD 0. HULSEY 
J0RCPI4 A. LOUQHRAH 
ROBERT R. ROY 

fitttoMMAMtiaOinl 
KEUVR. WIGHT 

buMealCBntijUin 

a»Rvwi60Nju,y24. 1995 


ETI/Nstwork Services 
P. 0. Box 041212 
Detroit, Ml 48204-1212 


Dear Slrs/Madame; 

1. The Dunlap Agency has retained SYNAPSE a Communications 
Consulting firm, to address an Issue with your company regarding 
Dunlap’s Somersworth, NH office. 

2. On 5-30-95, the Interstate calls made from Dunlap's Somarsworth office 
were routed vIs-S-vIs equal access to your company - which we assume Is 
an aggregator/raseller of AT&T services. 

3. These Interstate calls were process by your company until 7-10-95 whan 
the PIC was changed back to Dtmlap's vendor. 

4. To Dunlap Corporations's knowledge, no Dunlap employee authorized a 
change of carrier to ETI/Network Services. 

5. The change has resulted In the following; 

a. A cost per minute approximately 20% more than the cost per 
minute provided under the existing contract vrith its selected 
vendor; 

b. Loss of usage towards Dunlap’s commitmont to its soloctod 
vendor: 

c. Costs for presumably unauthorized PIC changes to your company. 

d. cost for changing back to Its carrier; 

e. Professional fees to have this mailer resolved 


37 Park Stroot. tawfsion, ME O42A0 

TaCPHONt 

207‘7mb?.2) 


I- AX 

?07-7B/1-1724 



COMMUNICATIONS CONSlUTIfKj AND MANAGEMENT SERVICE.S 
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July 24, 1995 


ETI/Network Services 
page two 

6. We request the following: 

Any documentation that you have that the Dunlap Agency had 
ordered services from your company. 

If that dooumenfation shows to Dunlap's management satisfaction that an 
employee did In fact order senrices from your company, the following 
Invoices will be paid: 

a. Period from 5-30-95 to 6-2-95 $39.79 

b. Period from 6-3-05 to 7-2-06 

0. Period from 7-3-05 to 7-17 or 7-18-95 

7. If you cannot provide documentation that is satisfaction to Dunlap's 
managemeni, then we wrlll do the following upon roceipl of your final bill: 

Based upon the total minutes of usage, we will prepare an otfor to 
settle this mailer. 

8. If we cannot satisfactorily resolve this matter, we will consider incurring 
the additional $120.00 of expense In order to file a Formal Complaint with 
the FCC pursuant to TKIe 47 - United Slates Code 

Additionally, Dunlap plans to submit an RFP to the marketplace lor 
network services for all nine New England offices in the foudh quarter of 
1895. If this matter Is not resolved, it will be a considoralion when 
considering any AT&T senrlces - regardless of the channel of rii slribull PD 

Sincerely, 

Richard G. Hulsey 
Principal 

cc: Mr. Chris Gorman • Managar • Dunlap (Somarsworth) 

Mr. Jhn Aral • Raai Esiata Manager > Dunlap (Auburn) 

FCC Informal ComplainU Branch • Enforcameni Division 

Common Carrier Bureau. FCC Slop Code IBOO AZ, Washington, DC 20Ii5't 

NHPUC - 8 OW Surwook Rd. Cor>cord. NH 03301 

AT8.T Corporation > Consultant Liaison Program. Peler Webstei 

National Programs Olraclor. Rm 63f»P B-1. 7.95 Nofih Manic. Daski’^g Ridyo N.l 07P20 
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NmiiiM^MWn 

OHIIIT* 7 

1998 Legislation 
PUC-3 

Gilbert W. Brewer 
Td. 287-1398 

An Act ReUtinf to the Protection of Maine 
Consnmen in the Tdccommnnications Market 

Emei^ncy preamble. WhereaSt Acts of the Legislature do not become efTective until 
90 days after adjournment unless enacted as emergencies; and 

Whereas, it is necessary that the State immediately prohibit misleading and abusive 
maricet practices by telecommunications carriers; and 

Whereas, die Public Utilities Commission lacks mithority to take effective consumer 
protection measures to {votect Maine telecommunicatioDS consumers; and 

Whereas, in the judgment of the Legislature, these &cts create an emergency within the 
meaning of the Constitution of Maine aod require the following legislation as immediately 
necessary for the preservation of the public peace, health and safety; now, therefore. 

Be it enacted by the People of the State of Maine as foBows: 

SECTION 1. 35-A MJLS.A. §7106 is enacted to read as follows; 

8 7106 Consumer protection 

1. Polkv. It is the potiev of this State to ensu re that ^1| customers are protected in the 
telecommunication,< rTprVgrplace. The orovisioos in this section and the enforcement authority 
granted to the designed to achieve a that- 

A. Ensures th at ciwtofn ers are protected from deceptive practices: 

B. b applicdrfe to ail local exchange telcphooe service, interexchapge 

t^^i^^fnwiiiMifjiri ons service, and other telecommunications services provided by 

telephone t^ities in tfag and 

C. Is consistent with the re f^ilationa nrescribed bv the Federal Conununicatiops 

Commission and the Teiecoagn unicatiop s Act of 1996 (PL 104-104). 

7. I laanthorted cha nge of ca rrier. This subsection govern^ any chan ge of a 
copmmgr’s telcpbcme utility that is not authorized bv that consmner. For the purposes of this 
sectioiL “teleriKMte utilitv” inclu des any t dephooe uli litv- m defined «« w etiop 102. subsectiCTi 
19 and any other provider of local or i atras t ate tdecommii ni c ati ons services, including personal 
communications services. 


(207)287-15W 
FAX (207) 207-1030 
E MANj <lH«li.dMfdMnOtMtJiw.u> 


Derek D. Davidson 

AMMHinKtor 
CofiMnwr AaaMm* OMwn 

MAME Pueuc UnUTIES COMMSSiON 
242 STATE STREET 

10 STATE HOUSE STATION AUGUSTA. MAINE 04333 

HOME PAGE; hap:/AnMr.ttaM.ffM.M«/mpuc/1tQrrNpaga.Min 













188 


A. No telephone utility may initiate the change of a customer’s local or intrastate carrier 
unless the change is verified bv one of the following methods: 


( 1 ) Written authorization from the customer: 

(2) Toll-free electronic authorization placed from the telephone number that is the 
subject of the change order: 


(3^ Oral authorization obtained bv an independent third party: or 


(4) Upon request of a customer, mailing to that customer an information package 
consistent with 47 C.F.R. Section 64.1 lOO(d') that contains a postage-prepaid 
postcard or mailer, without receiving a cancellation of the change order from the 
customer within 14 days after the date of the mailing: 


B. When a customer’s service is changed to a new telephone utility, the new telephone 
utility shall maintain a record of nonpublic customer-specific informatiop that establishes 
that the customer authorized the change. If the Federal Communications Commission 
requires verification, telephone utilities shall use the verification methods required bv the 
Federal Communications Commission. 



1 , 




C. If a telephone utility initiates a change that is not made or verified consistent with this 
section or commission rules adopted under this section, that camgr, upon request bv the 
customer, shall reverse the change within five business davs or anv other time established 
bv commission rule. 


D. A telephone utility that has initiated an unauthorized customer change shall: 


(U Pay all usual and customary charges associated with returning the customer to 
the customer’s original telephone utility: 

(2) Return to the customer anv amount paid to the carrier bv the customer or on 
the customer’s bch^f: and 


(3) Upon request provide all billing recocls to the ori 2 inal telephone utility from 
which the customer was changed to enabl^the original telephoto utility to comply 
with this section and anv commission rules adopted under this section. 

The customer subjected to an unauthorized change Is not responsible for any charges 
associated with the unauthorized change, including charges for usage subsequent to the 
chflnpg^ if the customer contacts either the customer’s local exchange carrier, the 
customer’s previous provider of intrastate service, or the teleiAope utility that initiated an 
unauthoriyeH change in service within thirty davs after receipt of the customer’s first bill 
containing charges bv the telephone utility that initiated the unauthorized change. The 
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telephone utility that initiated the unauthorized chany i< responsible for any payment to 
access providers or to an underlvipE earner where applicable. Failure of the customer to 
provide timely notice will relieve the telephone utilitv that initiated th^ nnanthrtWT^ 
change of anv obligations under this paragraph. 

3. Pepaltv, This subsection governs penalties for violations. 

A. The commission may impose an adm inigraHvi ^ penalty a gainst an v person who 

violat^ this section or a mle or order adopted pursuant tn this sgcrinn Th«> fnr a 

violation may be in an amotmt nnt to exceed SS.QOO. Each dav a violation continue 
constitutes a separate offense. The amount of the penalty must be based on: 

(1) The severity of the violation, including the natiire. circumstances, extent and 
gravity of anv prohibited acts: 

(2) The history of previous violations: and 

O) The amount necessary to deter future violations. 

B. If the commission finds that a telephone utilitv has rep^t<>dlv violated this section or 
rules adopted under this section, the commission shall order the utility m rakp corrective 
action as necessarv. In addition, the c ommissi on mav^ if consistent with the public 
interest suspend restrict, or revoke the registration or certificate of the telephone utilitv. 
thereby denying the telephone utilitv the right to provide service in thu state. 

C. Penalties collected bv the commission under this section must be deposited in 
Public Utilities Commission Reimbursement Fund und^r section 1 17. 

4. Rules. The commission may adopt nondiscriminatorv and competitivelv neutral rules 
to further implement this section. These rules are routiDe fgrhniral rules as defined in Title 5. 
chapter 375. subchapter II-A. 

Sec 2, Emergency cUase. In view of the emergency cited in the preamble, this Act 
takes effect when approved. 


SUMMARY 

This bill enhances the protecdons available to telecommunications consumers in the state. 
It prohibits the industry practice of **slaininiog,** which involves the change of a consumer's 
telecommunicadons carrier without the consumer’s piioT authorization. The bill also authorins 
the Public Utilides Commission to adopt rules to suf^Iement the slamming im>hibidon and to 
otherwise im>tect telecommunications consumers from deceptive practices in the 
telecommunications market The bill specifies the applicable penalties for a violation of the 
slamming prohibition or any Commission rules adopted pursuant to this bill. 
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EXHIBITS 
FROM 
APRIL 23, 1998 


HEARINGS 



FMlcnil C(Hnmunic;ilttia«c OMiunisston 


OMWiT# . 6 

DA 96.2i02 


Bdbre die 

FEDERAL COMMUMCATIO?^ COMMISSION 
Washiaclom a C. 20554 


In the Matter of 

) 



) 

File No. ENF-97-(M 

Lung Distance Services, Inc. 

j 



) 

NAL/Accl No. 7I6EF0003 

Apparent Liability for Forfeiture 

) 



NOTICE OF APPARENT UABILITY FOR FORFEITURE 
Adopted: December 12, 1996; Released; December 17, 1996 


By ihc Chief, Common Carrier Bureau: 

1. INTRODUCTION 

1. By this Notice of Apparent Li^lity for Forfeiture ("NAL”), we initiate 
enforcement action against Lon^ Distance Services. Inc. ("LDSl") and its affiliated companies.' 
For the reasons discussed below, we find that U>SI apparently willfully or repeatedly violated 
Commission rules and orders* by changing the primacy interexchange carrier ("PIC") designated 
by Dr. Stan Altman ("Altman") of New York, New York and Gcrrold DeBce (‘ DeBoe") of 
Pompano Beach, Florida without Altman's or DcBoe's authorization.' Based upon our review 
of the facts and circumstances surrounding the violaticms, we find that LDSI is apparently liable 
for a forfeiture in the amount of eighty thousand dollars ($80,000). 


Um^i Dislance Services. Inc. appears to be affiliated with several companies, including CXTN, Inc., Church 
OtsctMini Gntup. Inc.. Diy.'oum Cilling Card, Inc., Donation Long K^ance. Inc., Monthly Discounts, Inc., and Phone 
Calls. Inc. These companies have numerous locations, including locations al 2117 L Street, N.W.. No. 293. 
W'ashingitMi. D.C. 20027 and P.O. Box 1597. Rowlett. Texas 75030. 

47 C.F.R. d 64.1 100 and M.l 150; Policies and Rules Concerning Unauthorized Changes of Consumers’ 
Long Distance CaiTteni. 10 FCC Red 9560(1 995) (LO^ Order), recon. pending; Policies and Rules Concerning Long 
Distance Carriers. 7 FCC Red 10.38 (1992) (P/C CAonge Order), recon. denied. 8 FtX Red 3215 (1993); 
ln%csii 5 :;nion ««f .Access and Oisestiture Related Tariffs. tOI FCC 2d 91 1 (1985) (A//t»rofM>ii Order), ream, denied. 
102 FCC 2d 50.3 (19851 Order): investigalkm of Access and Divestiture Related Tariffs. 101 FCC 

2d 9.35 i 19X5) ( Waiver Order). 


riw pi.tclKC »«1 chanctii'j ;i ^ 


cunUhikt's PIC withtHW the cumwikt's authtwi/alton is comimmly rclcrrcd to 
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II. THE COMMISSION'S PIC CHANGE RULES AND ORDERS 

2. In ils AlliH'alum Onter ainl !ad>s«£{aent JirctHtsiJcrati:»t OrUer and Waiver Order* 
the Commission set ftMih rules and procedures fiK iniplcmcnting equal access'^ and customer 
(Mesubscription'* to an iniercxchange carrier (“IXC").’ The Commission's original allocation plan 
required IXCs to haw tw file a letter of agetwy (“LOA") signed by the cu'aomcr before 
submitting PIC cliangc orders to the local exchan^ currier ("LEO on behalf of the customer.” 
After considering claims by certain IXCs that this tequiiemcnt would stifle competition because 
consumers would not be inclined to execute the LOAs even though they agreed to change their 
PiC, the Commission modified the lequirement to .illow IXCs to initiate PIC changes if they hud 
"instituted steps to oNain signed LOAs."* When it continued to receive a large volume of 
complaints concerning the unauthorized PIC changes, the Commission revised its rules again in 
1992 lu Specifically, while the Commission recognized the bencfiis of pemiitting a tciephone- 
bas^ industry to lety on telemarketing to solicit new business, it required IXCs to institute one 
of the following four confirmation procedures before submiiling PIC change orders generated by 
telemarketing: (I) t^ain the consumer's written autlHiri/aliim: (2) obtain the consumer's 
electronic authorization by use of an 800 number: (.^) have ihc consumer's oral authorization 
Verified by an independent third party: or (4) send an information package, including a prepaid, 
return postcard, within three days of the consumer's request for u PIC change, and wait 14 days 
before submitting the consumer's order to the LEC. so ihat the con.sunv:r has sufllcicni lime to 


See supra proceedings ci»ed at (hmc 2. 

^ Equ^ access for imerescnaniie carriers ("IXCs") is Uu: u-htch is cnual in type, quality and price to the 

access to local exchange facilitic:: provided l«i ATAT and Hr. al'Iilialcs. (/iiiicJ Suites r. Aiiieiiiwi Tel. iS Tel.. .S.S; 
F. Supp. 131. 227 (D.D.C. l^lt. tiff'd suh iumii. Mlaniaady. Vmied Skilex. IJ.S. Illtil (MiHlilJetiliori 

of Final Judgement or 'MFD. 'Equal access allows end users to access lac’llilics of u designaled |IXC| hy dialing 
’ I ’ only." AWocat/rwi Order. lOi FCC 2d at "i#! I. 

^ Fresubscriptiofl is the process by which each customer selects one primary iniercxchanye currier I'roni aiming 

several available carriers, for (he customer's phone linetsi. AlliH-aikm Order. KU I'-CC 2d at VI 1. 92K. Tlius. wiun 
a customer dials “I," only (he customer accesses the primary IXC's services. An end user can also access oUkt 
IXC s by dialing a nve*di$i( access ctxle (lOXXXi or a scven-d<g:t ;«ccess c«Kie (lUXXXX). Id. al 911; 
Administration of (he North American Numbering Plan. Nr«ice of Pr«*posc-d Rulemaking!. V l-CC Red 2t»('S. 2U7t>-77 
(1994). 

^ Pursuant lo the MFJ. (he Bell Operating Omipanies 'xvre (Kdcrcd l«> prov ide «n{ual access to iheir customers, 

where technically feasible, by September I9H6. AUtK-alkm Order. 101 FCC Red 15 91 1. 

” An LOA is a document, signed by the customer, which stales that ihc customer has selected a particular 

carrier as that customer's primary looj distance carrier AHiKantw Order. 101 FCC 2d at 929. 

’ Waiver Order. lUI FCC 2d at 942 


PIC Change Order. 7 FCC Red at 10.18- I0.t9. 
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rctitrn (he poslcartl denying, cancelling or conArming the chwge order." Hence, the 
OunmisHton's rules and orders require that [XCs eiti^ r^Haio a signed LOA or, in the case of 
(clcmai'keiing solicifauons, complete one of the f(Mir teiefnarketing verification piocedures before 
suhmiiiin" PIC change requests to LECs on behalf of consumers. 

3, Because of its continued concern over una^horized PIC changes, the Commission 
recently prescribed (he general form and content of the LOA used to authorize a change in a 
customer's primary tong distance carrier.'^ The Commission’s current rules prohibit the 
poleniially tkccfaive or ermfusing inactic^ of confining d»c LOA with pmn»uonal materials in 
lire same document.'^ The rules also prescribe the jniniinum infonnatioa required to be included 
in the LOA and require that the LOA be written in clear and unambiguous language.'^ The rules 
prohibit all "negative option" LOAs‘* and require that LOAs and any accompanying promotiortal 
materials contain complete translations if they employ irK»e than one language.’* 

HI. THE ALTMAN AND DEBOE COMPLAINTS 
A. The Altman Complaint. 

4. On Augu.si 30, 1996. the Commission received correspondence from Altman 
alleging that LDSl had converted his prescribed long distance service provider from AT&T 
Corporation ("AT&T’’) to LOSI without his authorization." Altman says he first realized his 
long distance service had been switched when he was making a phone call. He checked his most 
recent billing siaiemcni and discovered that US Billing ("USBI"), a billing agent for LDSI, was 
charging for his long distance calls instead of AT&T, his previously selected canricf. Altman 
requested a copy of USBI’s authorj 2 ;uion to switch his service and received an LOA, allegedly 


" 47C.F.R. S p/C CAaii^e Order 7 rcc Red a 1045. 

PiMk.-»es ;ind Rule>i Gtncemin^ Unauthorued Changes of Consumers' Long DisuuKV Carriers. 10 PCC Red 
95«MJW5l, 

' ' .SiV iit. ;u 9574*75. Checks that serve as an LOA ^ excelled from the 'sepante or severable’ requirenrtent 
so !«m^ as ihe check contains cenain information clevly indicating that endorsement of the check authorizes a PIC 
dunse and mherwise complies with the Commission's LOA requmments. id. at 9573. 

" 5rr «/. at 9564-65. 

'* Set id. at 956.5-66 "Negative option' LOAs require consumers to take some action to avoid having llicir 
long JistJiK'iMelephune iicr%ice changed. 

Sec i</.ai95Ht. 

" I> Sian .Miman. InUiniul Complaint No. 10-96-16679 (August 30. 19%). Aliman also included a copy 
1*1' iIk* "OtTk-ial KcsisiraliiHi Tonu ami L.O.A." upon which LDSI relied as the basis ior requesting NYNEX-New 
York hi chjRcc hi\ |iHm;tfy (twg earner. 

3 
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signed by liis wile, Claire Hauga AUman. and containing the Allman's hoiiK telephone mnnber."* 
The LOA contained incorrect information regarding his wife's age, name, work number, and their 
iKHTie address.*’' Ms. Altman provided a c^y her driver's liccr.so os pnxif of the authenticitv 
of her signature.^ According to Altman, the tclcptHine account in question is in Or. Allman's 
name only. Altman states, however, that the current New York Telephone Directory lists his 
wile's maiden name ;ind titcir former uddrc.ss. even llKxigh they have iiKwcd twice since tire 
dia'cloiy listing wiis publi.shed.'* 

.*). On Scpicmhcr 17. 19% the CiNinnon Carrier Bureau's Consumer Protection 
Br»Kh'* directed LDSI to provide spccilic infwmalirm regarding the ermversion of Altman's 
telephorK service.** LDSI has neither rcspiwdcd to ihc slaHr s request nor sought an extension 
of t«n>c in which to submit the requested information.'^ 

8. The DeBoe CcMtiplaim. 

6. On June 11. 1996 the Commissitm received a written complaim from DeBoe 
alleging that LDSI had etwvertevi his |>rcscribed long distance service prrrvider from LDDS 
WorldCom jJ’WmldCom” I to LDSI wiiIuh« his autltortzalion.'' DeBtte slates Ite crmiocied liis 
kK'al'eaiticr. BellSouth, when Ire discovcrotl he was being ch;irged higlicr long distance rales. 
When BellSouth informed DeBite that his tong distance service hud been changed from 
WorldCom to LDSI. DeBcx; requested pa>of that he autlmrized if»e change. After cont;H:ftng 
USBI, he wa.s sent a copy of an LOA. which Deboc claims coniains a forged signuturc. DeBtK 
provided a copy of his driver's license as prtHvf of the uiithenlicity of his signature.^ 


5r<r Attachment I . 

In his ctnnpiaint Mr. Aiinun suites (fiat tlicv' imtved i'nun ihe address listed (in (lie LOA in I9MX, 

^ Srr Aiiachmeni I . 

Sef Informal ConipUint Na Vh-tAftTV (August J(t. I996». 

*' Formerly known as (he Inhirmal CiMitplainis and ISMic Inquiries Branch. 

Noik» of Informal Complaint No IC-V6 th67V (September 17. IW6K 
Notice <»f Informal C(M«plaiB( No 1C -Vh- l<i67V (September 17. IWftj. 

Gerrofd DeBoe. Informal Complaint No. IC-Vh-tnKTV (June 27. I9%», DeBoe also includes a copy nt 
Ihc "Oflicial Registration Form and L.O.A." upon whidi LOSI relied the basis lor requestin'! BcILSiHith 
TeiecommunicatitMS. Inc. to change his primary (ony distance carrier. 

See Attachment 2 


4 
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7. The Consumer Protectioa Braneh directed LDSl to provide specific infocmation 
regarding the conversiem of DeBoe's telephone service <m June 27, 1996.*^ LDSI has 
resp<mded to the staffs request nor sought an exteasiem of time in which to sutanit the requested 
infoiination. 


IV. DISCUSSION 

8. We have evaluated the infonnatiofi submitted in ccmnection with the Altman and 
DeBoe informal complaints and condude that Ll^I is apparently liable for forfeiture for willful 
or repet^ violation of the Cominissioo's rules and PIC change requirements. We find LDSFs 
apparent actiems paiticularly egregious. !t qipears that or about July 12, 1996 and March 28, 
19%, LDSI submitted PIC chai^ requests to NYNEX>New Yoit (NYNEX) and BellStnith 
based <mi apparently forged LOAs, resulting in the conversion of Altman’s and DeBoe’s telq)hone 
service fiom AT&T md WoridCom, re^rectivefy, to LDSL The statements and information 
provided by Altman and DeBce indicate that the LOAs were net executed by the complainants 
and that LDSI lacked the requisite authorization m request a PIC change to Altman’s or DeBoe’s 
long distance service. With regard to Altman’s complaint, there is no similarity between the 
signature of Claire Haaga Altman on her driver’s license and her purported signature on the LOA 
form that LDSI used as the basis for the PIC change submitted to NYNEX. Furthermoce, Dr. 
Stan Altman, not his wife, is the subscriber to the phone service at issue. With r^ard to 
DeBoe’s complaint, there is no similarity betwera the signature on either DeBoe’s coii 4 )laint or 
his driver's license and his purpCMted signature on the LOA form that LDSI used as the basis for 
the PIC change submitted to BellSouth. Under these circumstances, we conclude that LDSI’s 
apparent actions were in willful or repeated violation of the Commission’s PIC change rules and 
orders and that a forfeiture penalty is appropri^e.^ 

9. As a general m^cer, the unauthorized conversion of a customer's jffesubscribed 

long distance carrier continues to be a wide-spread problem in the industry.^ We are particularly 
troubled by what appears to be a common practice by some DCC^ of relying on unverified LOAs, 
which turn out to be falsified ck- forged, to effect changes in consumers* long service. 

The pervasiveness of the problem suggests that our current administration of the law has not 
produced sufficient deterrence to non-compliance and the carriers have little incentive to curtail 
practices that lead to consumer complaints. Furthermore, as a practical matter, the carriers' 
responses to alleged unauthorized convetsion complaints rarely provide a detailed explanation or 
justification of the carrier’s actions. Tberefore, to draw industry’s attention to the seriousness 
of the (Mxjblem and to provide incentives to comply with the Qmunission’s rules and orders, we 
intend to scrutinize consumer conqrlaints and to take prompt enforceiDent action, including the 


Notic« of Informal Complaint No. IC-96-07879 (Jt»e 27. 1996). 

^ We also note that the LOA language on the 'Officta) Registration Form and L.O.A.~ does not conform 
to Section 64. 11 SO of the Commission's rules. 47 CJ^JL § 64.1 ISO. 

From January I. I99S to December 31. 1995. of die 33.191 iDformal complaints Filed. 11.586 were for 
alleged unauUiortzed convosions of the customer's presubscribed long distance carrier. 


5 
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imposition of substantial monetary fines, when the facts indicate that a carrier has failed to 
the necessary steps to ensure that LOAs are valid and duly audiorized. If caniws intend to rely 
on a IX)A to r«:|u«t a PiC change, they will be lespcmsible for ensuring its vaiidi^ and its 
compliance with our rules designating proper LOA form and content. 

10. Section 503(b)(2)(B) of the Communications Act authorizes the Commission to 
assess a fcHfeinire of up to <me hundmi thousand dollars ($iO(XOOO) for each violation, or each 
day of a continuing violation, up to a statutory maximum of one million dollars ($ ! ,000,000) for 
a single act or failure to act.^ In exercising such authority, the Commission is required to take 
into auxumt "die nature, circumstances, extent, and gravity of the violation md. with respect to 
tl^ violator, the (tegree of culpability, any history of prior offenses, ability d> pay, and such <Aher 
matters as Justice may require."^' For purposes of deteimining an ai^(Miate forfeiture penalty 
in this c^, we regard the conversion of Altman’s and DeBoe’s telephone lines as two violations. 
After weighing the circumstmices stnrounding the violation, we hnd chat LDS! is app^ntly 
liable for a forfeiture of forty thousand dollars ($40,0(K)) for flie unauthorized conversion of the 
AUman line and foity thousand dollars ($40,000) foi the conversation of the DeBoe line, resulting 
in a total forfeiture of eighty thousand dollars ($80,000). LDSI will have the opponuni^' to 
submit evidence and arguments in respemse to this NAL to show that no fcxrfeiture should be 
imposed or that some lesser amount should be assessed.” We will give full consideration to any 
financial information provided by LDSI before assessing a final forfeiture amount. 

V. CONCLUSIONS AND ORDERING CLAUSES 

1 1 . We have carefully reviewed the infcKm^ion submitted in connection with Dr. Stan 
Altman’s and Mr. Geiroid DeBoe's infoimal complaints and conclude tliat on or abCHJt July 12, 
1996. and March 28. 1996, LDSI apparently converted or caused a local exchange canier to 
convert Altman's and DeBoe's telephone lines without Altman’s and DeBoe’s autliorization 
duough the use of apparently forged LOAs. We further conclude that LDSI thereby apparently 
wiUftiily or repeatedly '/iolated Commission rules governing primary interexchange carrier 
conversions, and that its conduct warrants a forfeiture in the amount of eighty thousand dollars 
($80,000). 

12. Accordingly, IT IS ORDERED, (mrsuant to Section 503(b) of Communications Act 
of 1934, as amended, 47 U.S.C. § 503(b), Section 1.80 of the Commission’s rules, 47 C.F.R. § 
1.80. and the authority delegated in Section 0.291 of the Commission’s rules, 47 CF.R. § 0.291, 
that Long Distance Services, Inc. and its aHiliated companies ARE HEREBY NOTIFIED of an 
Apparent Liability for Forfeiture in the amount of eighty thousand dollars (S80.(X)0) for willful 


47 U.S.C. $ 503(bX2KB). 

47U.S.C. S3<a(bK2XD). 

47 US.C. 5 503(bX4XC); 47C.F.R. § i.80(0(3)- 


6 
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of an Apparent Liability for Forfeiture in the amount of eighty tliousand dollars ($80,000) for 
willful or repeated Elation of the Commission’s PIC donge rules and onkrs. 

!3. IT IS FURTHER ORDERED, pursuant to Section 1.80 of the Conunission’s rules, 
47 C.F.R § 1.80, tliat within thirty days of the release of this Notice, Long Distance Services, 
Inc. or its affilimed onni^ies SHALL PAY the full amomt of the i^^wsed OR 

SHALL FILE a res^aonse showii^ why the proposed forfeiture dtcwtld not be unposed or should 
be reduced. 

14. IT IS FURTHER ORDERED that a cc^ of Uus Notioe of A|^s3ncnt LmHIi^ f<s 
Forfeiture SHALL BE SENT by certified mail to Mr. Daniel Flctch^, President of Long Di^ance 
Services, Inc., 2117 L Street. N.W., No. 293. Washington. D.C. 20037 and P. O. Box 1597, 
Rowlett, Te}ms 75030. 


FEDERAL COIdMUNICAXIONS COMMISSION 

Regina M. Keeney 

Otief, Common Carrier Burrau 


forfcttuFC amouni should be paid by check or money order drawn lo the order of the Fedmi! 
CommuBtantons Commission. Reference should be made on Long Dtsttacc Services, check or money order to 
*NAL/Acct. No. 716EF0003.‘' Such remittances must be mailed to Forfeitiae Collection Section, Finance Branch, 
Federal Communications Commission. P.O Box. 73482, Chicago, Illinois 60673-7482. 
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B«f«rc ^ 

FEDERAL COMMUNICATIONS COMMISSION 
WuMaCtee, DX. 29554 


In the Matter of ) 

) Flic No. ENF-97-04 

Long Distance Services, Inc. ) 

) NAL/Accl No. 716EF0003 

Apparent Liability for Forfeiture ) 


ORDER OF FORFEITURE 

Adopted: May 7, 1997 ; Released: May 8, 1997 

By the Chief, Common Carrier Bureau: 

1. On December 17, 1996, we released a Notice of Apparent Liability' in the above- 
c^tioned proceeding. We concluded therein that Long Distance Services, Inc. C'U3Sr) or its 
affiliated companies^ had apparently changed the primary interexchange earners ("PICs") 
designated by Dr. Stan Altman ("Altman") of New York, New York and Gerrold DeBoc 
("DcBoe") of Pompano Beach, Florida in violation of the Commission’s rules and orders.’ We 
found LDSI apparently liable for forfeiture in the amount of eighty thousand dollars ($80,000) 
for its willful or repeated violations of the Commission’s rules and PIC-change requirements and 
allowed 30 days from the NAL's release date for LDSI to respemd, either by paying the forfeiture 


] Long Distance Services. Inc., Notice of Aj^Mrent Uability for Forfeiture. DA 96-2102 (Com.Cv.Bur. 

released Dec. 17. 1996) ("NAL"). 

2 A number of companies are currently incorporated under the name ‘Long Distance Services. Inc.” This 
Notice concerns the conapacy that was inotMporated in the Coounoowealth of Virginia on January 10, 1994 under 
the name ‘Long Distance Services. loc.,” and whose executive officer and/or regisiered agent is Daniel Fletcher. 
We also note that there appears to be a number of names under whicb Long Distance Services, Inc. marketed its 
services, such as ‘Long Distance Services of Vorgiiiia,” ‘Qtarity Long Distance,” and Xhuxch Long Distance.” 
Con^Huiies believed to be affiliated with LDSI are CCN. Inc.. Oiurch Discount Group, Discount Calling Card, Inc., 
Eionatioo Long Distance, Inc., Monthly Discounts. Inc.. Monthly Phone Services, Inc., and Phone Calls. Inc. 

3 47 C.F.R. $§ 64.1100,64.1150; Policies and Rules Cooceniing Unauthorized Changes of Consumers' Long 
Distance Cairias, 10 PCC Red 9560 (1995), recon pending; Policies and Rules Concerning 0>«nging Long Distance 
Carriers, 7 PCC Red 1038 (1992), recan. denied, 8 PCC Red 3215 (1993); Investigadoa of Access and Divestiture 
Related Tariffs. 101 PCC 2d 911 (1985). recon. denied, 102 PCC 2d 503 (1985); Investigation of Access and 
Divestiture Related Tariffs, 101 PCC 2d 935 (1985). The unauthorized cooverskm of a customer's PIC is known 
in the industry as ‘slamming." 
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amount or explaining why the forfeiture should be reduced or not imposed at all. LDSl foiled 
to provide any response to the NAL. 

2. The focts and ciicuinstanoes leading to the issuance of the NAL are recited tbetein 

and need not be reiterated at length. This proceeding was initiated by the Altman and DeBoe 
complaints, each of which alleged that LDSI had, without authorization, converted the PIC from 
the complainants' chosen long distance carrier to LDSL Altman and DeBoe stated in their 
respective complaints that the Icttcis of agency ("LOAs") used to switch the PICs to LDSl 
contained forged signatures and incorrect persmal information. Subsequently, the Enforcement 
Division of the Common Carrier Bureau fBureau") sent letters to LDSl requesting that LDSl 
provide specific information regarding the allegations listed in the Altman and DeBoe 
complaints.^ LDSl did not respond to the staffs request for the information. Based'upon the 
information in the Altman and DeBoe complaints, the Bureau issued an NAL against LDSl 
pursuant to Section S03(b) of the Act,* for willful or repeated failure to comply with the 
Commission's PIC-change rules and orders. 

3. In the absence of any information offered by LDSl identifying facts or 
circumstances to persuade us that there is any basis to reexamine the NAL, or mitigating 
circumstances sufficient to warrant a reduction of the $80,000 forfeiture penalty, the Bureau will 
enter a forfeiture for said amount against LDSl for its willful and repeated failure to comply with 
the Commission's PIC-change rules and orders. 

4. Accordingly, IT IS ORDERED pursuant to Section 503(b) of the Act, 47 U.S.C. 
§ 503(b), Section 1. 80(0(4) of the Commission's rules. 47 C.F.R. § 1.80(0(4), and the authority 
delegated in Sections 0.91 and 0.291 of the Commission’s rules, 47 C.F.R. §§ 0.91, 0.291, that 
Long Distance Services, Inc., or its affiliated companies, SHALL FORFEIT to the United Stales 
-Government the sum of eighty thousand dollars ($80,000) for violating the Commission's rules 
and orders governing primary interexchange carrier conversions when it converted or caused a 
local exchange earner to convert the Altman's telephone line on or about July 12, 1996, and the 
EteBoe'stelephone line on or about March 28, 1996, without their authorization and through the 
use of apparently forged LOAs. Payment shall be made in the manner provided for in Section 
1.80 of the Commission's rules within 30 days from the release of this Order.* If the forfeiture 
is not paid within the period specified, the case will be referred to the Department of Justice for 
collection pursuant to Section 504(a) of the Communications Act.’ 


4 Notice of tofonnal Complaint No. 96-16679 (September 17, 1996). 

5 47 U.S.C. 5 503(b). 

6 47 C.FJI. 5 1.80. Such forfeiture amount should be paid by check or mail order drawn to the order of the 
Federal Communications Commission. Reference ^KMild be made on Long Distance Service, lnc.’s check or money 
order to "NAL/Acct No. 716EP0003." Such remittance should be mailed to the Forfciturc/Collection Section, 
Finance Branch, Federal Communications Commission, P.O. Box 73482, Chicago. Illinois. 60673-7482. 

7 47 U.S.C. i 504(a). 
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5 . ms FURTHER ORDERED that a cc^ of this Order of Forfeiture «hait be sent 

by certified United States mail, return receipt requested, to Daniel Fletcher, Phone Calls, Inc. and 
Monthly Phone Services, Inc., 201 West Broad Street, Suite 181, Falls Church, Virginia, 22206, 
and to Daniel Fletcher, Long Distance Services, Inc., 21 17 L Street, N.W., No. 293, Washington. 
D.C. 20037, and to Daniel Fletcher, P.O. Box 1597, Rowlett, Texas 75030.* 


FEDERAL COMMUNICATIONS COMMISSION 


Regina M. Keeney 

Chief, Common Carrier Bureau 


8 Because LDSI has not oonhnned the accuracy of, or answered mail at, any of its many addresses, we are 
serving it at three of its most recently known addresses. 

:i 
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Before the 

FEDERAL COMMUNICATIONS COMMISSION 
Washiectoa, D.C 20554 


In the Maner of 
CCN, Inc., 

Church Discount Group, Inc., 
Discount Calling Card, Inc., 
Donation Long Distance, Inc. 

Long Distance Services, Inc., 
Monthly Discounts, Inc., 

Monthly Phone Services, Inc., and 
Phone Calls, Inc., 


Order to Show Cause and 
Notice of Opportunity for Hearing 


) 

) 

) 

) 

) 

) 

) 

) 

) 

) CC Docket No. 97-144 

) 

) 

) 

) 


ORDER TO SHOW CAUSE ANI> 
NOTICE OF OPPORTL'NITV FOB HEARING 

Adopted: June 12, 1997; Released: June 13, 1997 


By the Commission: 


I. INTRODUCTION 

1 . In this Older to Show Cause and Notice of Opportunity for Hearing (hereafter, 
"Show Cause Order"), we initiate enforcement action against CCN, Inc., Church Discount Group, 
Inc.. Discount Calling Card, Iik., Donation Long Distance, Inc., Long Distance Services, Inc.,' 
Monthly Discounts, Inc., Monthly Phone Services, Inc., and Phone (ills, Inc. (collectively, the 
Fletcher Compames").' As discussed below, the information obtained as a result of the stafTs 
investigation of numerous consumer complaints filed against the Fletcher Companies persuades 


A number of companies are cunemly incoiponled under the name "Long Dinance Services, Inc." This 
Snw Cause Order concerns the company that was incaipoimed in the comm onw col lfa of Virginia on January 10, 
|”4under the name "Long Disiance Services, Inc," and whose eaeewive officer arrdiot regtslered Meat is Dmiel 
“w. We also note that there appear to be a number of names under whir* Long Distance Services, Inc. 
^«^_tts services, such as "Long Disiance Services of Virginia.- "Charity Long Distince." and "Church Long 

Cormiwi *^°^ purposes of this Order, the term "Flercher Companies" includes any s ur ersso rs or assigns of the Fletcher 



204 


Federal Commusications Commissioo 


FCC 97-210 


us that an evidentiary hearing is required determine vdiether the operating authority of the 
Fletcher Con^»nies should be revoked and whether the principal or inincipals of the Fletcher 
Companies^ a^ the Fletcher Companies should be ordered to cease and de^ hx>m any future 
provision of ii^rstate common carrier services without the prior consent of the Commission. 

U. BACKGROUND 

2. The Fletcher Companies operme as common carriers subject to Title II of the Act. 
Specifically, the Fletcher Companies currently provide or have provided resale interstate long 
distance telecommunications services to o)nsumers in various states around the country^ 
including, but not limited to, Alabama, Caiifmnia,’ Florida, Louisiana, Maryland, New York, 
Pennsylvania, and Virginia. Under the regulatory scheme established by the Act and the 
Commission’s Competitive Carrier the Fletcher Companies are classified as 


^ As discussed in more detiil below, Dniel Fktdxr appears to be the principal owner and opemor of eadi 

of the Fletcher Compnies. Other individuals who appear to be connected with the Fletcher Companies in some 
c^Mcity as either principals or officers are Robert 

* The Fletcher Companies have receady been dw subsea of enfor ce ment actions in several states. On January 

17, 1997, the Alabama Public Service Commission ("APSC") held a heving to show cause why Phone Calls, lnc.'s 
certificate of public convenience and necessity should not be revoked for faihnc to comply with the rales and 
regulations established by the APSC. The AKC cited, among other things, numerous complaints received from 
consumers allegii^ that Phone Calls. Inc. had switched their long distance service providen without their 
authorization. No representative from Phone Calls. Inc app ea red at the hearing, and on February 3. 1997. the APSC 
entered an order revoking and cancelling Phone Calls, lac.’s certificate, and directing Phone Calls, Inc. to cease and 
desist from providtr^ tekeommunkatioos service intrastate m Alabama. See Order of Revocation, Alabama Public 
Service Commisskm, Feb. 3. 1997. Further, on January 15. 1997, the New York Public Service Commission 
("NYPSC*) took emergency action to suspend die intrasuae operating ceniticate of Phone Calls, ItK. for 30 days 
pending a demonstration by die company that its certificaie should not be permanently revoked. The NYPSC stated 
that pending final action. Phone OUls, !nc. may not acquire new intrastate customers, and that no telephone carriers 
may switch intrascite cu s tomers to Phone Calls, Inc. The NYPSC cited tbe growing aiimbcr of consumer complaints 
charging that Phone Calb, Inc. had chained consumers' primary imcrexchnge earners without their authorization. 
See Press Release, New York PuUk Service Commissiaii, Jan. 15, 1997. Additwoally. on December 13, 1996. the 
Louisiaia Public Service Commissioa hdd bearings concerning Phone Calls. Inc. and Charity Long Disunce (see 
si^ranotcl). See NoUoesof Hcaiiqt Loubina PublkServkeCommission. Nov. g, 1996. On December 2, 1996. 
the Illinois Pubik Service Conunissioa revoked Photw Calls. Inc.'s intrasuae operating anthority for failure to fik 
annual reports, and on At^ust 23. 1996, the South Cartriina Pubik Service Commission ordered Phone Calls, Inc. 
to show cause udiy its certificue of pubik convenknet and necessity should nut be revoked. 5er Order of 
Revocation. Illinob Pubik Service Commbsion. Dec. 2. 1996: Order Graming Ruk to Show Caise, South Carolina 
Pubik Service Commissioo, Aug. 23, 1996. 

We note that on November 22. 1996,lheAltanieyGcneralofCa]iforniascntalencrtoiheAttomeyGcneral 
of Viiginia. with a copy to tbe Commission, concerning several complaints from California consuroers whose long 
distance service providers were dunged by Long Dmaoce Services, Inc. without the consumers- authorization. Tbe 
Attorney General of California staled in hb kner that Long Dbiance Services. Inc. had not responded to requests 
for information by law enforcemem y ncies. See Letter from Daniel E. Lungren, Attorney GeneraL State of 
California, to Office of the Anocney General. Virginia, Nov. 22. 1996 (Att achm ent. Valerk Patterson. Informal 
Complaint. Fik No. 97-0S26S (Dec. 4, 1996). 
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nondominant interexcfaange carriers.^ As such, they are considered to have "blanket" authoritv 
to operate domestic common carrier facilities within the meanii^ of Section 214 of the Act.^ 
Accordingly, the Fletcher Companies may "construct, acquire, or operate" any transmission line 
for domestic telecommunications service without obtaining prior written authorization from the 
Commission.' 

3. At all times relevant to this enforcement action, the Fletcher Companies were 
required to file and maintain with the Commission tariffs containing schedules of the charges, 
terms, and conditions of their common carrier offerings in the manner prescribed by Section 203 


' In the Competitive Carrier pro ce eding, the Conunission distinguished two kinds of cairiers — those with 

maricet poM-er (dominant carriers) and those without market power (noodocninant carriers). See Policy and Rules 
Concerning Rates for Competitive Carrier Services and Faciiittes Authorizations Therefor, CC Docket No. 79-252. 
Notice of inquiry ami Proposed Rulemakiog. 77 FCC 2d 30S (1979); First Report and Order. 85 FCC 2d 1 (1980) 
(First Rq>ort and Order). In a series of orders issued in the Competitive Carrier pro ceed ing, the Commission relaxed 
its tariff filing and Section 214 dirties authorization requirements for nondominant carriers, and focused its 
regulatory efforrs on constraining the ability of domtnam firms to act comnry to consumer wdtee. See Further 
Notice of Proposed Rulemaking, 84 FCC 2d 445 (1981); Second Further Notice of Propo se d Rulemaking, FCC 82- 
187. 47 Fed. Reg. 17,308 (1982); Second Report and Order, 91 FCC 2d 59 (1982); Order on Reconsideration, 93 
FCC 2d 54 (1983) (Secomf Report and Order)-, Third Repon and Order. 48 Fed. Reg. 46, 791 (l983)(7%tr^/{^>orr 
undOrdw): Fourth Report and Order, 95 FCC 2d 554 {\^Zy) {Fourth Report ondOrder\ vacated AT^T Co. v. FCC. 
978 F.2d 727 (D C. Cir. 1992). cert, denied, MCf Telecommunications Carp, v AT&T Co., 509 U.S. 913 (1993); 
Fourth Further Notice of Proposed Rulemaking, 96 FCC 2d 1191 (!984): Fifth Report end Onkr. 98 FCC 2d 1191 
(1984) {Fifth Report and Or^Y Sixth Report and Order, 99 FCC 2d 1020 (1985) (SixrAt Report am/ Order), vacated 
MCI Telecommunications Corp. v. FCC, 16S F.2d 1 186 (D.C. Ck. 1985) (collectively re f erred to as the Competitive 
Carrier proceeding). 

’ In the course of the Competitive Carrier proceeding, the Commission revised Section 63.07 of the 
Commission's rules to "authorize*' any nondominant domestic intersiase carrier to constnici, acquire, or opence any 
transmission line so kmg as it obtained the iseoessary authorizations from the Commisskin for use of radio 
frequencies. 47 C.F.R. § 63.07; Fifth Repon and Order, 98 FCC 2d at 1210. On occasion, this action has been 
referred to by the Commission as "blanket" or "automasic" autborization. Lg., Motion of AT&T Corp. to be 
Reclassifted as a Non’Dominant Carrier, 11 FCC Red 3271, 3280(1995). In an order released on January 13. 1997, 
the Conunission proposed to repeal Section 63.07 of the Commission’s rales in light of its proposal to no longer 
require noctdomioani domesti c interstate ea rner s to obtain Section 214 authorization for the construction, acquisition, 
or opermion of new lines b etween domestic points, or for transmission over such lines. See Implemenntioo of 
Seaion 402(h)(2XA) of the T ete communications Aa of 1996 (ScctioD 214 - Extensions of Lines), CC Docket No. 
97-1 1 . FCC 97-6 (fd. Jan. 13. 1997). 

In the Second Repon and Order, the Commission found tha the requnements of Section 2 14 as they applied 
to nondominant carrien did little to serve die purposes of the Aa and aaually deterred the introduaion of innovative 
•nd us^l services, as well m new marka entrsns. See Second Repon md Order, 91 FCC 2d at 65. The 
Commission later concluded that market forces, together with the Sectioo 208 conplaint proce s s and the 
Cottunisston s ability to remipose focilities-autborizKion requiremettts. were sufftcient lo protea the public interest. 
Founh Report and Order, 95 FCC 2d « 578. 
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(a) of the Act and the Commission's rules and orders* In additicm, as commcm carriers, the 
Fletcher Companies are required by Sectitm 413 of the Act to file with the Secretary of the 
Commissicm the name of a designated agent for service of all notices and j^ocess, orders, and 
requirements of the Commission, and by Section 416(c) of the Act to observe and cmnply with 
all Commission orders.'* 

4. The Commission has consistently emphasized the critical importance of 
enforcement through its complaint process to ensure that common carriers do not charge unjust 
and unreas(Miable rates, ei^age in unjust, unreasonable, or unreasonably discriminatory practices, 
or otherwise conduct their common carrier operations in a manner that may be harmful to 
consumers and to competition." The Commission has established rules and procedures 
specifically designed to enable consumers to bring to the Commission's attention allegations of 
misconduct by carriers and to obtain relief ^nn rates and practices found to be unlawful or 
otherwise contrary to the public interest. Pursuant to these rules, the Common Carrier Bureau’s 


^ Section 10 of the 1996 Act provides the Commission with authority to forbear from qif^ying the {^visions 

of Title II, including the tanking provisions, subject to cenain, limited exceptions. On October 31, 1996, the 
Commission released the Tariff Forbearance Order, in which it g complete detariffine policy for th e 

domegte i gtetcKchange services of nondominaitt. ir rexchanee carrim . pending a nine-month transition 

period. Policy and Rules Concerning the interstate. Intern^ ge MarketplaceT Iniplaneoution of Section 254(g) 
of the Communications Act of 1934, as amended. Second Report and Order, CC Docket No. 96-61. FCC 96-424 (rel. 
Oa. 3 ) . 1996) Forbearance OrderY Staved Sub nom. MCI Teiecommtinications Carp, v. FCC , Consolidaed 
Cases 96-I4S9. 96-1477, 97-1009, Feb. 13, 1997; recon. pending. Because the allied violations at issue in this 
proceeding predate the Commission's adoptiem of a complete detariffing policy, wbkh in any event was stayed by 
the court, the ricicher Companies were responsible for filing tariffs for all their domestic interstate, interexchange 
services. 


47 U.S.C. §$ 413; 416(e). Section 4 1 6(e) states that ^i)t shall be the duty of every petson, iu agents and 
employees, and any receiver or trustee thereof, to observe and comply with such orders so long as the same shall 
remain in cfTeci." 

" See. eg.. Tariff ForbearotKe Order at para. 36 (noting that administration of the Section 20S complaint 
process should protca consumers from carrier rates and practices that violate Seaions 201 and 202 of the Act); 
Implementation oftbeTeleccMnmunications Act of 1996. Anwndment of Rules Governing Procedures to be Followed 
When Formal Complaints are Filed Against Common Carriers. CC Docket No. 96-238, Notice of Proposed 
Rulemaking. FCC 96-460. para. 88, rel. Nov. 27, 1996 (.Formal Complaints NPRbf) (proposing rules of practice and 
procedure which, by providing a forum for prompt resolution of complaints of u nre a sonable, disaiminatory, or 
otherwise unlawful conduct by telecommunications carriers, will foster robust competition in all lefecommunications 
markets). 


Pursuant lo Sectiem 208 of the Act, any person has a right to complain to the Commission concerning 
"anything done or omitted lo be done by any common earner” subject to the provisions of die Act Under the 
Commission's rules, such a complaint may be either '’informal'' or ‘‘formal.'’ 47 U.S.C. § 208. In the recent Formal 
Complaims NPRM. discussed supra, die Commissioo proposed rule modificaiions to improve the ^leed and 
effectiveness of its formal complaints process. See Formal Complaims NPRM, passim (proposing changes to inter 
alia. Sections 1.720 -1.735 of the Commission's Rules. 47 C.F.R. §§ 1.720 - 1.735). The Commission’s informal 
complaint rules and procedures are designed primrrily to benefit consumers ^ rc<|uiring common earners to re^wnd 
promptly lo complaints about rates, practices, or other conduct believed to violate the Act or our rules and orders. 
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("Bureau") Enforcement Division, upon receipt of a consumer complaint, routinely issues an 
"Official Notice of Infonnai Complaint" ("Official Notice") to all carriers identified in the 
complaint or that may, in the daffs view, assist in the resolution of the OMnplahtt. The Official 
Notice requires common carrier to satisfy or answer the com|:rfaint and re^nd to the 
Commission's Official Notice with a written report, a copy of which must be sent directly to the 
complainant The Official Notice also outlmes the following consequences of fuling to respond 
to the Official Notice within the time specified: 

Failure of any person to answer any lawful Commission inquiry is conadered a 
misdemeanor pimidMh ie by a fing under Section 409(m) of the Communications 
Act 47 U.S.C. § 409(m). Furtiaer. failwe to conq>ly with any order of the 
Commission can result in prosecution under Section 401(b) of the Act 47 U.S.C. 

§ 401(b). Section SOI of the Act 47 U.S.C. § SOI, and Section S03(bXlXB) of 
the Act 47 U.S.C. § S03(bKlXBX provide for forfeiture penalties against any 
peram vriio vrillfiiUy fails to fi^ow the directives of the Act or of a Commisaon 
order. The C ommissum can impo se f<yfeitu re penalties of up to $1,100,000 fo r 
certain types of violation ^ ■' 


A. Consumer (> tnnlaims Aiguna the Fletcher Companies 

5. In 1993, the Commissi<Mi b^an receiving com|dainls from consumers allegii^, 
inter alia^ that certain of the Fletcher Companies had changed th^ primary intetexchange carriers 
or "PICs" from their (vesubscribed carriers to one of the Fletdxr OmqMOues without their 
knowledge and authorizatitMt a (vactice cmnmoniy referred to as "slanuning."'* Moa of these 
complaints amtain allegations tl^ the Fletcher Companies used misleading and, in some cases, 
fraudulent, mail^eting practices in order to effect the unauthorized PIC changes. In particular. 


See SeakMB 1.716* I.7II of theCommissian's Rulei.47C.P.It $$ 1.716* l.71t. Reoaily.Coiwnission staff have 
implerorated imenial diinaes to balitaK teicr processing of infonnai complaiiiis. Sat eg. Public Notice. 

"Common Canier Bureau Simplifies Process for Consumen' Slamming Comphints," DA 96*721, May 9. 1996. 

The Commtaioa has kK^ probibited the practice of slamming, aid has ptomulgaicd rales and issued orders 
designed to protect oonsumere (ran unauthoriad PIC changes. See 47 CT.R. §$64.1 100 and 64.1 ISO; Policies aid 
Rules CotKcrniof IhuMdrariaed Changes of Consumers' Long Distance Carrien. 10 FCC Red 9S60 (1995) {LOA 
Order), recon. pen^ng-. Policies and Rules Concerning Long Disttnee Caricfs, 7 FCC Red 1038 (1992) (P/C 
Change Order), ream, denied, S FCC Red 3215 (1993); Investigation of Access and Divestiture Related Tariffr, CC 
Docket 83*1145. Phare I. lOI FCC 2d 911 (1985) (AUeemien Order)\ neon, denied, 102 FCC 2d 503 (1985) 
{Reconsidermion Order)-, Investigaioa of Access and Divestiture Related Taiffr, Flare J. 101 FCC 2d 935 (1985) 
(IVaiver Order). The Commissioo's PlC'Changc rales and orders require, a mo ng other things, that interexcliange 
carriers ("IXCs") obtain signed letters of agency ("LOAs") or. in the care of telcmakcling solkitaions. complete 
one of four telemarfcetii^ verificaioo procedures before submitting PIC •charge requests to local exchange carnets 
CLECs") on behalf of consumen. See P/C Change Oder. 7 FCC Red a 1038-39. The Commtsskm has initiaed 
numerous enforcement actions against cariers found to have engaged in the practice of slamming. See, e.g.. Cherry 
Consent Decree. 9 FCC Red 2086 (1994). 
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a number of consumers have provided information in their complaints'^ indicating that the 
Fletcher Companies converted their long distance service providers by submitting, directly or 
throi^ marketing agents, foiged or falsified letters of agency ("LOAs") to the local exchwge 
carriers responsible for effecting the PIC changes. 

6. In certain coi]:4)laints filed against Phone Calls, Inc. CPCI"), consumers allege that 
PCI not only converted their long distance providers to PCI without their authorization through 
the use of forged or falsified LOAs, but that PCI also billed them for long distance calls that they 
did not place to unfamiliar telephone numbers.*’ In some cases, complainants provided copies 
of telephone bills that contain charges for calls to numbers that the consumers claim were not 
working numbers.'* 

7. In still other coii:q>laints filed against Discount Calling Card (”DCC")> consumers 
allege that they were enrolled in a so-called "discount calling card service" offered by DCC, and 
assessed monthly fees for die service without their knowledge or authorization.'^ It appears that 


'* See. eg.. PariciaD^'.lofoniialCompUfnt,FilcNo.iS-96>IS849(^Ug;_|,Jjfi6)(Thesigii>tureoathecopy 
of the LOA that Day requested and received from U..S. Billing, the billing agent for many of die services provided 
by the Fletcher Companies, is a forgery according to Day and contains incomet mfonnatioQ regarding Day’s i^e. 
zip code, and street name.); Johnny C. Johnson, Informal Complaint, File No. IC-96-07820 (June 12. 199 6) (The 
copy of the LOA that Jtdinsoa obtained contains what appeare to be the forged signature of Cwlatalim. Johnson’s 
former roommate. The printed name and signature on the LOA used to change Johnson’s long disiance telephone 
service is spelled ”Caria Tarham.”); Andy Gayford, Informal Complaint, File No. 1S*96>I 1050 1996) (The 

copy of the LOA Gayford obtained bears the primed name and signature of an individual named ’’Carl Shogroi." 
whom Gayford cannot identiiy. The LOA also contains a phone number that had not been *»*«g»>**t to Gayford as 
of the date noted on the LOA. as weil as an unfrmiliar street address that lacks a house number.) Numerous p ther 
comp laints describe circumstances in which »iii»ku tn w hich of tfaf wioax Fletch er 

Companies wx wKpninsihle for th^ changes m their leatg « etVICe prOvideo . 

Typically, onivthe name of the hilling aaent for the n **^**^^. ^ fnntiuiiem’ tekphooe bills . 

and the billing agents have been ertfaer ut^ ** ^ uwwiUmg provide specific rnfonmaion about die identity or 
whercabout tofihecarwnnwhftf rup Stephen R. Crosby. Informal Complaint, 

rC»96-l2904 ( AusL. 17, 1996) (Crosby’s bill includes the name of U.S. Billing, a billing agent frir the Fkicher 
Companies, but does not identify the company reyonsibie for assessing the chai;^). 

See. eg.. Rosemary A. Fleming, Informal Complaint, File No. IC-97-0129 (Dec. 19, 1996); Madeline 
Valdes, Informal Compiaini, File No. IC-97-<M240 (Nov. 25. I996X We note th« on December 16, 1996. the 
Louisiana Public Service Commission (XPSC") issued a *Telephofie Consumer Alert” conceming PCI’s billing 
praaices. The LPSC announced its investigation into numerous conqifaunts by consumos about diarges ass ess ed 
b>' PCI for mysterious calls, usually two separate calis, about 32 days apmt, lo the smiie te l epbon e number, at the 
same time of day, for 33 minutes each. For each of these alb. the bill i^lcd S9.86, md the anoont owed lo PCI 
for the two ails, inctuding taxes, ws S20JI. Apparently, none of these consumers placed the calb in question. 
The LPSC cautioned t el ephone antomers to check dieir btib for October Deamber 1996 to ascertain 

whether they had been chirged for any such alb. See louisima Public Servke Commission Press Release, Dec. 
16. 1996. 

See. eg . Madeline Valdes, Informal ComplaiM. cited n^pro note IS. 

See. eg.. Haold Piera, Informal Complaint, File No. IC-96-14353 (July 16, 1996). 
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these consumers were able to determine the existence of DCC and their involvement with the 
unauthorized charges only after contacting the billing agents listed on their telephone bills.'* who 
would typically inform them that the discount calling card service fee had been billed on behalf 
of one of the Fletdier Companies.'* 

8. The complaints des c ribed in the paragraphs ^ve are just examples of the 

numerous consumer complaints filed against the Fletcher Conq>anles since 1 993 that reflect a 
pervasive pattern of questionable business and marketing practices under the Commission's rules. 
In accordance with the rules and procedures described above» the Bureau’s Enforcement Division 
fcHwarded each of the conmmer complaints filed against the Fletcher rnmpini^ to the 
appropriate company with the requisite Official Notice.** Records by the Bureau's 

Enfmcement Division reveal (hat the Fletcher Conqianies failed to req>ond to the va^ majority 
of the Notices issued by the staff The Appendix to this Show Cause Order identifies those 
Official Notices that have not been re^xmwoT^^^ various Fletcher Companies. 

9. In the few instances in which the Fletcher Cennpanies filed respemses to the 
Commission's Official Notices, the reqx>nses were poorly fxepared, failed to "satisfy" the 
complaints within the meaning of Sections 208 of the Act and 1 .717 of our rules,*' and otbenvise 
fell far short of the information required by the staff to further investigate the complaints and 
make determinations about the carriers' compliance with the Act and our rules and orders. 
Generally, the re^nses contain what amount to vagiM denials of the complainants' allegations 
and convey virtually no specific information about the carriers* practices or about any facts and 
circumstances pertinent to the complainants' allegations. Moreover, the responses appear 
designed to further mislead the Commission and to frustrate the staffs efforts to obtain 
information about the Fletcher Companies and their practices toward consumers, rather than a 
legitimate attempt to resolve the complaints. For example, in June 1995, in response to an 
Official Notice concerning a slamming complaint filed by Israela R. Franklin of Rydal. 


" See, eg . Frances L. Olin. Infonnal Coniplaim. Fite No. IC-96-08602 (Mar. 4. 1996). Olin was 'astounded 
and upset” when she reviewed her teiephone bill and discovered that it included a charge from "Integretel." a billing 
agent for the Fletcher Companies, for SS.97 for a calling card that she had not ordered. 

See. eg.. Jean T Braimo, Infcwmal Complaint. File No. IC-95-19916 (June 19. 1995) 

V ■ - 

* Because none of th e Fletche r Companies had filed wHh the Secretary of the Commission the name of a 
designated at cm for service of OnKiai Nonces as rojutred by Sc^ion 413 of^e Act, the Commission saved the 
Official Not ices on business addre^ gl eaned from, among otW things, inquiries made to LECs and to the netchef 
Companies ' billing agent s. ^ 

■' 47 C.F.R. f 1.717. Seaion 1.717 provides in pertinent part: 

[T]he Commission will forward informal complaints to the appropriate carrier fix' 
investigation. The carrier will, within such time as may be prescribed, advise the 
Commissiwi in writing, with a copy to the complainant, of its saiisfaaion of the 
complaint or its refusal or inability to do so .... 
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Pennsylvania, against CCN, Inc. (“CCN") on November 10, 1994,“ CXTN filed a letter signed by 
"Dan Fletcher,' stating only that CCN had obtained the LOA that it relied upon to switch 
Franklin’s long distance provider from an 'independent maiketing agency.*“ The letter does not 
identify the maiketing agency involved; nor does it list a business addr^ or telephone number 
at which Fletcher could be reached. Consistent with Fletcher’s usual practice, the return address 
on the letter is merely a post office box. 

10 . Since June 1996, a number ofOfricial Notices issued by the staff to the Fletcher 

Companies concerning consumer complaints have been returned to the Commission by the U.S. 
Postal Service marked 'unclaimed,* 'moved,* or 'refused.*’' Starting in June 19%, the staff 
attempted repeatedly to contact r ep re s entatives of tire Fletcher Companies by telephone but was 
unable to complete calls to any of the telephone numbers designated by the Fletcho- Companies. 
On August 20, 1996, an individual identifying himself as 'Dan Fletcher,' apparently aware of the 
staff's repeated effmts to contact him and his companies reganling the unresolved consumer 
complaints, left a voice mail message on the telephone line of an Enforcement Division Stas' 
member in wiuch be represented that all Official Notices concerning complaints fried against the 
Fletcher Companies should be mailed to the following address: Long Distance Services, 21 17 
L Street, N.W., No, 293, Washington, D.C., 20037. The individual further stated that anv 
Official Notices sent to this new address would be received and responded to promptly. 
Subsequently, the Commission mailed Official Notices to the address designated by Fletcher. To 
date, neither the Fletcher Companies nor Dan Fletcher himself have respoixled to any of these 
Official Notices either in writing or by telephotK.” 


" Israels R. Franklin. Informal Complaau. File Wo. IC-9S4)2775 (Nov. 10, 19 941. In reviewing her telephone . 
bill. Franklin discovered that U.S. Billing, a cotrif^y prevtously unknown to Iw. had billed her for long distance V 
calls rather than Sprint Cottununications Company, her pre-selected long distance service provider. She contaaed 
U.S. Billing and was told thee CCN, a Fletcher Company "also known as Consunter Discount Group," was her new 
long distance provider. Neither CCrW nor Consumer Discoum Group was identified on Franklin's teleplKaie bill. 

Lenerfnim Daniel Fletcher, CCN Uatg-Diswee. to Israels R. Franklin (June 21. I99S). Mostofthe 
remaining responses were to complaints by oonsutners alleging that DCC had enrolled them in and chmged them for 
a discount calling card service without their authorization. DCC’s responses generally assert that the complainmts 
at issue authorized and requested the calling cards, but coouin no specific information to support DCC's assertions. 

” Set. eg. Notice of Informal Complaint of Richard Lavinthal. File No lC-9«-OI33l(June6, 1996); Notice 
of Infonnal Complaint of Patricia A. Jackson, File No. IC-96-21394 (Jan. 3, 1997); Notice of Informal Complaint 
of Jetty Suchy, Sr.. File No IC-97-02306 (Jan. 3. 1997). 

Based on rhe staffs investigation, the address provided in the voice mail message left by the individual 
identifying himself as "Dan Fletcher" is that of a mail drop location. "Mailboxes, Etc." See itjfru note 29. 
Representative) of Mailboxes. Etc teponed that the individuals who leased the mail drop on behalf of Long Distance 
Services failed to pay the requisite fees, and that consequently. Mailboxes, Etc. is no longer accejxing mail on behalf 
of Long Distance Services. Recently, the saff obtained a new address at which to serve Official Notices of Infonnal 
Complaint filed against PCI and Monthly Phone Services. Inc.: 201 West Broad Street, Suite 181. Falls Church. 
Virginia. 22206. The staff mailed Official Notices relating to approximately 500 informal complaints to this address. 
Subsequently, the majority of these Notices were leturned to the Commission marked either "moved, left no address" 
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11. In renewed efforts to reach principals of the Fletcher Companies regarding the 
growing number of omsumer complaints. Enforcement Divisitm staff obtained "Dun & 
Bradstreet" reports.^ These reports reveal what is best described as a tangled web of corporate 
entities widi Daniel Fletcher as the common thread. For example, "Daniel H. Fletcher" is listed 
in a report as the president of PQ, while "Daniel M. Retcher" is listed in separate reports as the 
regiswred r^ent for Long Distance Services, Inc. ("LDSI") and DCC. Acccndiog to the reports, 
some of the Fletcher Companies diare the same business address, witfi ceitain of the con^Muiies 
indicating multiple business addresses. For instance, the nports list 3220 *N" Street, N. W., Suite 
100, Washington, D.C., as a business address for PCI, LDSI,” and DCC.” Another address, 
2200 Wilson Boulevard, Suite 102-H, Arlington, Virginta, is dliared by PC! and Monthly 
Discounts, Inc. 

12. The staff’s investigation has disclosed that all of the addresses listed in the Dun 
& Bradstreet reports for the Fletcher Coo^Mnies arv mail drop locations rather than business 
locations maintained or operated by the Retdier Con^mies.” Infmmatkm «mtamed in the Dun 
& Bradstreet reports reveals that in May 1996, a repre s e n t a tive of PCI informed EXm & 
Bradstreet that it operated 5.000 square feet at the 3220 N Street, N.W., Washington, D.C. 
location” and that PCI employed 90 people.” £>un & Bradstreet advised die staff, however, that 


or ’’return to sender - not ai this address.* 

** Dun &. Bradstreet, a corporsitm that provides business-to-business infonnaiion aid services for maiceting 
and CMnmercial credit and collections, maintains a business infonnaktn <<■*«**■*» covering 41 million companies 
worldwide. Dun ii dradstreet's reports provide details ^wut tnese companies to help customers assess business risks 
and opporrjnities. 

’’’ LDSI is also listed a 1 728 Wisconsin Avenue, Suitt 300, WasfaingMm. D.C. See Dun A Bradstreet Rqxat. 
Oct. 25. 1994. According to Dun A Bradstreet, which no kmger quotes a credh raing for LDSI, aiempts in lae 
1994 to confirm that the company operated an aaive business a the Wisconsin Avenue address were unsuccessful. 

Id. 


Dun A Bradsttcei reports indicae Uta attoough DCC described itself to Dun A Bradstreet being in the 
"retail gifts/novdties" business, no trade experiences had been repotted to Dun A Bradstreet by vendors. See id. 
Nor. accordii^ to Dun A Bradstreet, did loc^ area and busimss directories indude listings for DCC. Id 

*'* Tlie following addre sse s have been determined to be mail drop locaioos: 21 17 L Street. N.W.. «293. 
Washington. DC.. 20037; 3220 N Street. N.W., »I00. Wariirngjon. D.C. 20007; 1718 M Strea. N.W., 8143, 
Washington. D C.. 20030; 1728 Wisoonan Avenue, N.W.. «222 aid 8300. Washb^lon. D C.. 20007; 1730 North 
Lynn Street eA-09. Arlington. Vieginia. 22209; 2200 Wilson Boolevad, 8102-H aid 8303. Artii^soa. Virginta. 
22201. We note tha some of the odicr addmsses obt aine d as a result of the staff’s investigauon ae post office 
boxes.e.g.. P.O. Box 9169. Arlington, Vi^inia, 22199. Hie staff recently obtained a Letter from the Bencr Business 
Bureau of Washington. D.C.. daed Januan' 22, 1997. indicaciitg tha the Better Business Bureau bad daermined tha 
all of the addresses used by the vaious Fletcher Compaiies ae either poa ofTke boxes 'br belong to mail 
receiving/forwading firms. ’The Ficicha Conqanics have sppa aitly WIed to .-mpond to Bcoa Business Bureau 
requests tha they provide a bona fide physical location for their business opa a ions. 

As noted in p a agr ip h 1 1 . npra. this address was abo used by LDSI and DCC. 
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its investigation disclosed that the address provided to it by PCI and the other Fletcher Companies 
is simply a mail drop location. The reports obtained from E)un & Bradstreet further indicate that 
repeated efforts by Dun A Bradstreet representatives to contact PCI rqwe sen tatives regarding this 
information proved fotile.^' 

13. Like the addresses described above, the telephone numbers provided by the 
Fletcher Companies have required Commission staff as well as consumers to maneuver a complex 
maze of interrelated companies in an effort to contact principals or represen tatives of the Fletcher 
Companies. Basil D. Hunt of St Louis, Missouri, for example, asserts in his glamming conqslaint 
that even though his telephone bill identifted PCI as the company that carried his long 
calls, be reached a company identifying itself as "Charity Long E>ikaoce" when he called the toll- 
free number on his bill to inquire tdMWl the unauthorized conversion of his long distance service 
provider.” Similarly, other consumers have been ffustrated in their efforts to contact company 
r epresentatives at purported customer service teleplMme munbers designated by the Fletcher 
ConqMnies.^ For example, numerous corisumers report that the Conq>anies* telephone numbers 
were iwt in service, while other consumers complain that the phone lines were continuously busy 
or went unanswered, despite ringing for minutes at a time.” In some instances, consumers were 
told to call or write to a customer service center in Rcwlette, Texas. None of the consumers vdio 
called or sent corre^ndence to this center, however, received assistance with their complaints.” 


See Dun A Bradstreet Report, July 10, (996. 

Id. Infoncstion obuined from the Virginia State Coqwraton Commission indicates thai PCI voluntarily 
termmsied its corporate existence on October i 1, 1996. We also note that according to the Virginia Slate 
Corporation Commission, DCC was termiaaied by die stau of Vwginia on September 1 . 1 996. for failure to pay the 
requistie fees and/or file an annual report See Certificates. Virginia State Corporation Commbsion. Sept. 1 , 1996; 
Oct. il. (996. 

Basil 0. Hunt, Informal Complaint, file No. I$-96>l6959(Aug. 14. 1 996). See oho iomneBcrfce. Informal 
Complaint File No. IS-96-13569 (At^ 20, 1996) (Berfce called a telephone number purportedly belonging to PCI, 
but was told that the responsible carrier was Charity Long Distance. Bcrke states ihai the designamd number for 
Charity Long Distance was answered by a recordii^ but she could not leave a message hcraiisr the voice mailbox 
was full.). 

See. e.f.. Siksan W. Kujawn, Informal Complaint FUe No. 15-97-00636 (Oa 7, 1996) (Kujawa called the 
toll-free number on her bill from PCI and reached a company identifying itselfasClMrity Long Distance. She called 
the same number a month I«er. and was mfocmed that the name ofibe coinpmiy was PCI.). Eliadictb A. Papazian, 
Informal Comidaim. File No. IS'96-2371S(Apr. 1. 1996) (Papazim called the billing agent maned on her telepbone 
bill. Zero Pita Dialing. Inc. (‘Zero Ptus”). and was referred by Zero Plus to Consumer Discotmt Group and PCL two 
of the Fletcher Companies.). 

” See. r.g.. Rosemary A. Fleming. Informal Complaint cited sepra note 15; Merit P. Rodemore, Informal 
Complaim. File No. IS-96- 13629 (Aug. 5. 1996). 

^ See. eg . Bruce E. Makoim. Informal CoRU>laiot File No. 97-OS273 (Dec. 20, 1996). 
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B. The Fletcher Companies’ Tariff Filing Practices 

14. The sJafiTs review of the files maintained by the Bureau’s Competitive Pricing 
Division revealed that only two of the Fletcher Companies, DCC and PCI, had tarifSs on file with 
the Commission at any time relevant to this procoMling. On November 29. 1994, DCC filed 
Transmittal No. 1 to introduce its Tariff F.C.C. No. 1, \^ch established the rates, terms, and 
conditions for the provision of DCC’s domestic calling card service within the United States.'^ 
On August 1, 1996, PCI, which was incorporated in the state of Virginia on December 27, 1995, 
filed its "Original Tariff F.C.C. No. i” to establish the rates, terms, and conditions for the 
provision of domestic resale interexchange telecommunications service. Based on the 
Competitive Pricing Division’s records and the complaints before us, however, it appears that PCI 
provided telecommunications service prior to August 2, 1996, the effective date of Tariff F.C.C. 
No. 1 . For example, complainants Consuelo Guera of Manvel, Texas, and Basil D. Hunt of Saint 
Louis, Missouri, allege that PCI switched their long distance providers from AT&T 
Corporation ("AT&T*) to PCI without their audiorization, received telephone bills indicating that 
PCI had carried their domestic lot^ distance calls between March 31, 1996 and June 19, 1996,^ 
prior to the effective date of PCI’s Tariff F.C.C. No. !. 

1 5. Besides PCI and DCC, there are no indications that any other Fletcher Company 
has ever had a domestic tariff on file with the Commission. Nevertheless, the staffs investigation 
revealed that a t least one Fletcher Company, LDSI, apparently provides nr hag p rovided dom^ ic 
telecommunications service at rat es not established bv tariff, in vii^tion nf 

Act.^’ ^orexample,cotnplain^mtNisa^ Ahmad of Sevema Park. Maryland, who asseils that LDSI 
swtehed his long distaitce f^vider from AT&T to LDSI without his authorization, submits a 
copy of a bill from LDSI for numerous domestic calls carried by LDSI between May IS and May 


’’ DCC’s Tariff F.C.C. No. I. whidi became effective November JO. 1994. establishes the rates, lemis. and 
conditions for the provision of DCC’s domestic calling card service within the United States. The larifT provides 
that calling card service will be billed in one-minute mcrements plus a flat per-call charge; a monthly service fee 
also ^lies. 

Consuelo Guera. Informal Complaint. File No. iS-9b-l77S6 (Sepi. 9. 1996) (billed for calls made between 
May 6 and May 20. 1996); Basil 0. Hunt, infonnal Complaint. File ho. IS-96-16959 (Aug. 14, 1996) (billed for 
calls made between )une 6 and June 19, 1996). 

Seaion 203<a) provides in pertinent pan: 

Every common carrier, except connecting carriers, shall, within such reasonable 
lime as the Commission shall designate, file with the Commission and print and 
keep open for public inspeaion schedules showing all charges for itself and its 
connoting canien ... and showing the classiftcatioiis. praaices. and regulations 
affeaing such charges .... 


II 
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23. 1996.^ We note that even if LDSI. as one of the Fletcher Companies, could properly provide 
service pursuant to PCI’s Tariff F.C.C. No. 1, that tariff did not become effective until August 
2, 1996. 

m. DISCUSSION 

1 6. Under the pro-competitive, der^ulatory framework established the Act and the 
Commission’s implementing rules and orders, nondomtnant carriers eaioy significant flexibility 
in their (xovision of telecommunications services and products. This flexibiU^, however, is 
halflfir^ by the Act and our rules and orders with requironeats designed to promote fair 
conq>etition in all markets, and to ensure that consumers derive the full benefit of such 
conqMtitioo and are otherwise protected against harmful rates and practices.^' Sla mm i n g is one 
of tlte most prevalent types of illegal practices by common carriers.^ The Commission has 
declared the fvactice of slamming dirough the use of fOTged ur frdrified LOAs to be particularly 
egregious because it undermines the competitive nature of the interexchai^e marketplace and 
deprives consumers of their rij^t to select the services of particular interexchange carriers to 
satisfy their long distance service needs.^* Carriers have b ee n strongly admonished not to engage 
in slamming, a^ many have been the subject of enforcement actions, including sigmfreant 
forfeitures, when they have failed to beed the Commission’s warnings.^ 

17. In the instant case, it ^ipears that the Fletcher Companies are either unwilling or 
unable to conduct lawful common carrier operations — even within the broad parameters 
established by the Act and our rules and orders governing nondominant carriers. Many of the 
consumer complaints described in this Show Cause Order involve allegations that one or more 
of the Fletcher Companies changed consumers’ jmmary interexchange caniers without their 
authorization, in violation of the Commission’s slamming rules and orders. The Commission’s 
PlC-change rules and orders require, among other things, that interexchange carriers obtain signed 
LOAs or, in the case of telemariceting solicitations, complete one of four telemarketing 


^ 5m. €.g.. Nisar Ahmad. Infonnal Complaini. File No. IS-96'164SI (Sqx. 6. 1996) (providing copy of 

lele^one bill showing numerous domestic calls carried by LOSI). See also Geraldine Wade. Informal Complaint. 
File No. 97^)6034 (Nov. 18. 1996). 

See. e.g.. Section 201(b> of die Act; 47 C.F.R. Parts 33. 61, and 64. 

5m.. e.g.. Common Carrier Sc o rec a rd. Federal Communications Commission. Common Carrier Bureau. 
Enforcement and Industry Analysts Divbiofis. Fall 1996 (stath^ that during I99S, slamming was the number one 
consumer complaint category handled by the Enf or cement Divbion’s Consumer Protection Branch). 

" ■ See. e.g.. LDS. Inc. (not afniiated with Daniel FktcherX Notice of Apparent Liability for Forfeiture. DA 
96-2IOI(ret. Dec. 17. 1996). 

5m. e.g.. Excel Telecommunications. Notice of Forfeiture. DA 96-1009 (rel. June 21. IS^). 
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verification iMX>cediires before submitting PIC-change requests to LECs on behalf of consumers/' 
Viewed togcdier, the multimde of consumer complaints, most of which have gone unanswered 
by the Fletcher Oxi^ianies. provide subsomtial evidence that the Fletcher Companies have 
i^iored the PIC-change verification procedures presmbed undn the Commission's rules and 
orders, and ha>« also routinely sulnnitted PIC-change request to F^ECs based on forged or 
falsifi^ LOAs. 

18. To further compound the e^egious nature of their slamming practices through the 
apparent use of forged or &lsified LOAs and other misleadii^ practioes, the Fletcher Companies 
have failed to le^xmd to. and in some cases refused to accept Official Notices issued by the staff 
in response to consumer ounplaints. Our records show that LDSL PCI, and DCC each failed to 
reqx>^ to at least 20 Offidd Notices of informal Complaint and refused to accept numerous 
others.^ The Fletcher Companies also foiled to designate agents for the receipt of official 
notices, orders, other c on rq po n de n c e issued 1^ the Comnitsskm. as required b>' Section 413 
of the Act Moreover, it appears that Daniel Fletcher and the Fletdier Companies have 
deliberately acted to frustrate the staffs efforts to investigate consumer conqtlaints and inquire 
into the Ccunpanies' practices by foiling U> provide legitimate business addresses or telcf^ne 
numbers where Fletd^ or his companies might be reached. 

19. The Fletcher Companies' apparent failure to file tariffs to establish rates and 

charges f<^ the common carrier service offerings that have been implicated in the numerous 
consumer complaints filed widi the Commission, in violation of Section 203(a) of the Act, raises 
additional troubling questions about the operations of the Fletcher Companies. Files maintained 
by the Bureau's Competitive Pricing Division reflect that only two of the Fletcher Companies -- 
DCC and PCI — have filed tariffo with the Ctunmission.^’ Nevertheless, as evidenced by the 
numerous slammii^ cofiqriaints we have received, at least one Fletcher Company, LDSI. has 
provided domestic interexchange services without having appropriate tariffs on file with the 
Commission, in this regard, we note that akhftog h fhi< Commigrion w^entlv adopted a complet e 
d^tariffinp pnliry fifw thf nf intefCXchange carriers,* * tlte PletChCT 

Companies were nonetheless required to follow Section 203(a) of the Act concerning the filing 
of tariffs by ncMidoniinant carriers. 

20. The totality of the infonnation obtained as a result of the staffs investigation 
persuades us that an evidentiary hearing is required to determine whether the continued operation 


** S€€ FlC Change Order, 7 KCC Red « I05S-39. 

^ See Appendix. 

Moreover, as suted supra note 37, DCC's carifT only establishes rales for domestic calling card service. 
PCI had a tariff on file for domestic interexchange service, but the compaiy voluntarily lenninaied its corporate 
existence on Ooober II. 1996. See supra none 'iZ. 


See supra note 9 {citing Tariff Forbearance Order). 
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of the Fletcher Companies as common carriers would serve the public convenience and necessity 
within the meaning of Section 214 of the Act Further, the egregious nature of the Fletcher 
Companies’ apparently unlawful common carrier activities and their demonstrated refusal to 
respond to official inquiries and correspoodence from the Commission raise a reasonable 
likelihood of the defiance of a revocation order,^ particularly under the deregulatory frameworic 
established by the Act and our rules and o^ers. Therefore, pursuant to Section 312(b) of the 
Act, the principal or principals of the Fletcher Companies ami the Fletcher Companies will be 
required to show cause why an order to cease and desist from the provision of any interstate 
common carrier services without the prior consent of the Commission should not be issued.” 


of the Communications Act of 1934, as amended, the principal or principals of the Fletcher 
Companies ARE DIRECTED TO SHOW CAUSE why the operating authority bestowed on CCN, 

Inc., Church Discount Group, Inc., Discount Cailiitg Card, luc.. Donation Long Distance, Inc.. i 
Long Distance Services, Inc., Monthly Discounts, Inc., Monthly Phone Services, Inc., and Phone 0-^ 
Calls, Inc. pursuant to Section 214 of the Communications Act of 1934. as amended, and the 1^*^ 
Commission’s Competitivt Carrier proceeding should not be REVOKED. 


22. IT IS FURTHER ORDERED that the principal or principals of the Fletcher 9^ 
Companies and the Fletcher Companies ARE DIRECITD TO SHOW CAUSE why an order 
directing them TO CEASE AND DESIST FROM THE PROVISION OF ANY INTERSTATE 
COMMON CARRIER SERVICES without the prior consent of the Commission should not be 
issued. 


23. IT IS FURTHER ORDERED that the hearing shall be held at a time and location 
to be specified by the Chief Administrative Law Judge in a subsequent order, upon the following 
issues: 


(a) To determine the facts and circumstances surrounding the 
primary interexchange carrier changes made or requested by the 
Fletcher Companies that are the subject of various informal 
complaints listed in the Appendix to this Show Cause Order. 


** See Cose and Desist Order to be Direaed Against Terrance R. Noonan. 67 FCC 2d 62. 64-65 (1977) (the 
issuance of an order restraining an individual from future unlkcnscd operations is am only authorized by Section 
312(b) of the Act, but is also in the public interest based on Acts and circumstances demonstrating reasonable 
likelihood of defiance of a revocation order). 

if. for example, it is determined that the serious coocerru raised in this Show Cause Order are proven, the 
cease and desist order could preclude Dmiiel Fletcher and any other principal of the Fletcher Companies from bolding 
an ownership tmeresi in or exercising operational control over any common carrier • either directly or indirectly - 
without our prior consent. 
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(b) To determine the l&cts and circumstances surroundmg Long 
Distance Services, Inc. ’s. Phone Calls, Inc.'s, and Discount Calling 
Card, Inc.'s failure to accept and/or re^ncl to Official Notices of 
Infonnal Complaint issued by the staff that are identified in the 
Appendix to this Show Cause Order, and the Companies* 
inadequate re^nses to certain Official Notices of Infonnal 
Complaint 

(c) To determine the facts and circumstances surrounding Long 
Distance Services, Inc.'s failure to file tariffs coverii^ its interstate 
telecommunications service offerings during the period from May 
1, 1996 to the present 

(d) To determine the facts and circumstances surroundii^ the 
Fletcher Companies’ failure to file with the Secretary of the 
Commission ^ name of a designated agent for service of all 
notices and process, orders, and requi r eme nts of the Omimission. 

(e) To determine, in view of the evidence aridurfiri on issues (a) 
through (d) above, vdwther any or all of the Fletcher Companies 
violated one or more of the following provisions of the 
Communications Act of 1934, as amended, and the Commission’s 
rules: 47 U.S.C. §§ 203(a), 208(a). 413, and 416(c) and 47 C.F.R. 

§§ 1.717. 64.1100. and 64.1150. 

(f) To determine, in view of the evidence adduced on the 
foregoing issues, vdiether the continued operation of the Fletcher 
Companies as common carriers would serve the public convenience 
and necessity. 

(g) To determine, in view of the evidence adduced on the 
foregoing issues, vdiether the issuance of an order restraining the 
principal or principals of the Fletcher Companies and the Fletcher 
Companies from future provision of interstate common carrier 
services is in the pt^)lic interest. 

24. IT IS FURTHER ORDERED that the Chief, Common Carrier Bureau, shall be a 
party to the designated hearing. Pursuant to Section 312(d) of the CommunicatiMis Act of 1934, 
as amended, both the burden of proceeding and the burden of proof shall be tqxm the Common 
Carrier Bureau as to issues (a) through (g) inclusive. 

25. IT IS FURTHER ORDERED that, lo avail themselves of the opportunity to be 
card, the principal or priiKipals of the Fletcher Companies, pursuant to Section 1.91(c) of the 


IS 
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Commisston’s Rules,’’ SHALL FILE with the Commission within 30 days of the mailing of this 
Show Cause Order a WRITTEN APPEARANCE stating that the Fletcher Ounpanies’ {mncipals 
or other legal r e p r esen tative wall a^)ear at the bearii^ and pr esen t evidence on tlie matters 
specified in the Show Cause Order. If the Fletcher Cooqtanies ful to file a written a(^>earance 
within the time qjecified, the Fletcher ConqMnies* right to a hearing SHALL BE DEEI^D TO 
BE WAIVED. In the event the right to a hearii^ is waived, the Presiding Judge, or the Chief. 
Administrative Law Judge if no Presiding Jud^ has beat designtted, SHALL TERMINATE the 
hearing proceeding and CERTIFY this case to the Commission in the regular course of business, 
and an appropriate order shall be entered. 

26. IT IS FURTHER ORDERED that, ifit is determined dittany or all of the Retcher 
Companies have willfully cw repeatedly violated any provision of the Act or the Commission’s 
rules cited in this Show Cause Order, it diall fini^ be determined vriiether an Order for 
Forfeiti^re shall be issued pursuant to: <1) Sectitm 503(b) of the Communicatitms Act of 1934, 
as ameodol,’^ in the amount of: (a) $15,000 fm* each unauthtMized conversion of complainants’ 
long distance service in violation of 47 C.F.R §§ 64.1 100 and/or 64. 1 150; b) $5,000 fcH' each 
failure to re^nd to an Official Notice of Informal Complaint or inadequate response to an 
Official Notice of Informal Complaint in violation of 47 U.S.C. §§ 208(a) and 416(c) and 47 
C.F.R § 1.717; c) $1,000 for violadcm of 47 U.S.C. § 413; and (2) S^on 203(e) of the 
Communications Act of 1934, as amended,’^ in the amount of $6,000 for each fulure to comply 
with the requirements of 47 U.S.C. § 203(aX plus $300 for each and every day of die continuance 
of each such violation. 

27. iT IS FURTHER ORDERED that this document constitutes a NOTICE OF 
OPPORTUNITY FOR HEARING pursuant to Section 503(bX3XA) of the Communicatioris Act 
of 1934, as amended,'* for violations of 47 U.S.C. §§ 208(a), 203(a). 413, and 416(c). and 47 
C.F.R. §§ 1.717. 64.1100, and 64.1150. 

28. IT IS FURTHER ORDERED that a copy of this ORDER TO SHOW CAUSE 
AND NOTICE OF OPPORTUNITY FOR HEARING shall be sent by certified mail, return 


47 C.F.R. § 1.91(c). 

47 U.S.C. § 503(b). 

47 U.S.C. § 203(e). 

47 U.S.C. § 503(bX3XA) 
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receipt requested, to Daniel Fletcher, Phone Calls. Inc., and Monthly Phone Services, Inc.. 201 
West Broad Street, Suite 181, Falls Church, Virginia, 22206. 


FEDERAL COMMUNICATIONS COMMISSION 


A|;q>endix 


William F. Caton 
Acting Secretary 
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Armstrong, Joseph D. 




Thompson, Mary 

12/13/96 

DCC 
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DCC 
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DCC 
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DCC 
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96-27201 
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12/20/96 

DCC 
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12/20/96 

DCC 
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1/3/97 

DCC 
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1/3/97 

DCC 

196-28594 
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DCC 


Madeira, Peggy 
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DCC 
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Wilson, Donald E. 
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DCC 
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DCC 
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DCC 
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Thompson, Marie 
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DCC 
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96-02938 

Steven G. Zahn 
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LDS 
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LDS 

96-11050 

Gayford, Andy 
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LDS 
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Day, Patricia 
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2/7/97 
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2/21/97 

LDS 

96-33164 

Fbher, Leona M. 

2/26«7 

LDS 

96-33725 

Rosen, Robert R. 

2/7/97 

LDS 

97-02506 


1/3/97 

LDS 

96-31769 

Bridge, Patti T. 

1/24/97 

PCI 

96-31832 

Allcock, Esther 

1/24/97 

PCI 

96-33046 

Bennett. Diane S. 

2fim 
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Sn* P iiw H i rt SabomrittM 
•a iMMIjpihM 

EQWIT* 

^AT&T 

Cuctomor S«rvle« and Support Contar 
Speeislizod Markets 

April 9, 1996 


Room 26 
5000 Hadley Rd. 

So. Plainfield. HJ 07oeo 
1 aoo 251*0103 
PAX- 905 6664464 


Mr. Daniel Fletcher 
1728 Wisconsin Ave 
Ste. 300 

Washington. DC 20007 
Dear Mr. Fletcher, 

We are very concerned about the unprecedented volume of orders you have 
submitted on your SDN plan MCN 1 60990 that you have forwarded to AT&T via 
electronic mail since March 1. 1996. Duru^ Mtfch alone, you submitted in excess 
of 36,000 orders, which is more than three times the number of orders that you 
submitted on a per month basis in January and F^mary of this year, and in excess 
of the total number of orders that you submitted in all of 199S. Most of these 
orders appear to be residential in nature, which is unusual for SDN. B^nd mere 
volume, however, we are concerned regarding whether or not proper au^rization 
as rei^uired by the FCC's rules for changing an end-user’s primary interexchange 
earner were followed with respect to these orders. We are also concerned that this 
huge number of orders may have taken qiute some time to amass that any 
authorization that was obtained is now too aged. 

As you know, you must be prepared to show AT&T (as the underlying carrier) a 
copy of the applicable Letters of Agency (“LOA") as proof of proper authorization 
if we so request. We wish to minimize your administrative burden, however, and in 
lieu of requesting a copy of the LOA which ewe^wnds to each order we therefore 
request that you provide (as representative sample) within five (5) business days the 
original LOA’s executed by end-users with respect to the following subset of 
orders: 
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MCN 160990 

96CCN1251ND 

1252 

1253 

1254 

1255 

1256 

1257 

1258 

1259 

1260 

Please note, however, that if the requested LOA*s are not subnutted within the 
stated time frame, the orders will be reacted as unauthorized. Once submitted, the 
LOA’s will be reviewed promptly for compliance with the FCC niles and you will 
be advised of the result of that review. 



cc: C. Williams, Jr 



S«ite h m m mt Sabcaniiittw 


Long Distance Scn'ices, Inc. 

:*230 N Su<«i. KW. SuiM 100 
Wuhin^ien, DC 20007 
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TO: Rod Hall, ATAT 
FROH: Dani«l Fletcher 
DATE: April 9, 1996 
RE: 

Dear Rod: 

Fer our conversation yesterday, our CPA's and investnent bankers need, 
verification of the- nunber of custoners/BTM* s which we have transmitted 
to ATST since March 1, 1996 (our records indicate S40,000’«>, with another 
95,000 or so coming today). They do not need the number of orders 
p rocesse d, just tra nsmitt ed. 

They also need verification of the number of cus toners /BTH ' s we transmit 
to ATAT each wee)c for the next few weeks only, to establish an average/ 
track record of our growth. 

Please FedEx this verification letter to me at the address above as soon 
as possible. Please call me at 202>973>2197 first to discuss, etc., as 
we discussed. 


Sincerely, 

Daniel Fletcher 
President 
202-973-2197 
703-243-9799 (FAX) 


*** FAXED to 908-660-6139 ... Page 1 of 1 





224 


»»■«» N w nnt 

m liwmiiiiiM 

Long Distance Services, Inc. EBiiiiT* zsc 

3220 N Sttctt, nW, Suite 100 
Wisliingt<». DC 20007 


TO: Suzanne Sendrakowski, AT&T S.M.D. 

FROM: Daniel Fletcher 

DATE: 4/9/96 

RE: 1,000 Requested LOA's 

Dear Ms. Sendrakowski: 

Enclosed are the Letters of Agency (LOA's) which you have requested. 
For the sake of time and space, they have been printed two-per-page. 

Please call to confirm your receipt hereof and to update me as to what 
PHR/batch number AT&T (Front End Center) has processed of the 5,505 
which we have transmitted as of today* 


Sincerely, 

Daniel Fletcher 
President 


Enclosures 


Via Federal Express Overnight Delivery to: 


Suzanne sendrakowski 
AT&T S.M.O. 

5000 Hadley Road, Room 2-A-89 
South Plainfield, NJ 07080 

(908) 668-3637 
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Loag Distance Services, Inc. 

>220 N Simt. NW» Suite 100 

DC 20007 

CC.., 

fiiif o nn a C oint r ii Tm io l I . n Ti T 

PBOKs WXmtchmr 

MTBt April 72, 199« 


KSs 



D«ar SusAiiMs 

Wte vtlll liav# not reeteivsd tli« l«ct«c tdiivU you sold yev evornighted 
on Tuesday. Please fax a copy of saee to ee at 703-243-9799 soeetiee 
today, you also elgat vaat to verify that you are seuOluu letbeirs to 
the correct address, Indieated above. 

Secondly, «e appreciate the verbal notification that ATAT has deoid 
to reject ail orders/Ptt's alter 94GCin247; hovever, be sure to provide 
us vlth written notification of said decision. Be aware that of the 
approxineteiy 9,000 PUR'S sent to ATAT, only a traction thereof ($f 
or BO) had the "extended" A.O.A. anless there ie another reason for 
ATAT's dedaion not to process our cwrdera, you need to indieate such 
in writing. 


Since rely 




D fel Fletcher 
Prwsidsnt 


co: Carl Wllliaas 


»«* Page 1 ot 1 


•j: Wcdio-Atc «/«- 

UMfJU- OIL txjLu^ 

. \^ILl tuiCnuA 

•/u.t -h 

I 

— jl& fXt^CM^- 
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FEB-23-98 MON 14:31 


FAX NO. 39036109 


S »rnnn » fca dy uXp w BlLai ' h f i f 

TUOHS A«ni«l ^lafeehMr 
>AT£s April 12, 1996 
SB: 


Long Distance Services, Inc. 

3220 K Sowt. 14W, Suh« 100 
WadMM. DC 30007 



>9ar Suranne: 

•e 9tiIX have net recalvad the letter whiwli you said yen ovemlphted 
•n Tuesday, Please far a copy of saae to ae at 703-243-979S soaetiae 
oday. You also aietit want to verify t^at you are sexidluy letters tc 
ha correct address, indicated above. 

Mondly, m appreciate the verbal notitication that vrat has deeiaea— ' 

0 reject 'all orders/PiOt’a alter 94CCtri247; hoaever, ba »nre to provide 
s with written notification of said decision. Ba aware that of the 
pproxitetely 4,000 PNR'a eent to ATtT, only a traction thereof (5» 

"extended" ImO.A. Vnless there is another reason for 
rat s decision not to process our orders, you need to indicate such > 

1 writing. / 



X 1 Fletcher 
esident 



rage i ot i «•« 
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April 16, 1996 


Mr. Daniel Fletcher 
Lx)ng Distance Services, Inc. 
3220 N Street NW Suite 100 
Washington, DC 20007 


Dear Daniel, 


This will confirm the voice mail message I left for you on Thursday, April 1 1 and 
will also respond to your memo to Rod Hall dated April 9. 

AT&T has received request to advise your CPAs and investment bankers the 
number of orders submitted by Long distance Services, Inc. to AT&T. We are 
puzzled by that request since you instructed AT&T not to process any orders 
submitted by Long Distance Ser>ices, Furthermore, since you have instructed 
AT&T to reject all of your orders, an undetermined number of orders are 
backlogged in attmail and will not be detached. We will begin the process of 
returning those orders to you once we have recaved your instructions in writing. 

AT&T is not in a portion to advise your CPAs and investment bankers of any 
order-related figure. 

Please call me on 908-668-3637 if you have any questions 


Sincerely, 


Suz^me Sendrakowski 


Center Manager 


cc: C. Williams 

R Saunders 
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April 16, 1996 


Mr. Danid Fletcher 
Long Distance Services, Inc. 
3220 N Street NW Suite 100 
Washington, DC 20007 


Dear Daniel, 

This will confirm your response to my letter of April 9, 1996 and your 
subsequent conversations Rod Hall and myself You provided in response to my 
letter copies of approximately 1,000 Letters of Agency (“LOA”) forms entitled 
"'Registration Form and L.O.A.“ which appear to have previously been scanned 
into a database and then reproduced. This is not sufficient for proof of 
authorization purposes because the FCC rules provide that the LOA form may not 
be combined with any sort of commercial inducemoit. Furthermore, the size and 
font of the print constituting the authorizing language must be comparable to that 
of any associated commercial inducement. We are concerned that in the absence 
of the forms actudly signed by the end-users, we cannot meaningfully ascertain 
whether or not these rules were followed. You have, nevertheless, refused to 
provide the actual LOA’s and in lieu of producing them have stated that you will 
provide us with a letter directing us to reject and return your orders so that you 
may provision them with another carrier. We await your letter and pursuant to 
your instructions will process no further orders until we receive it. 

We are, in any event, concerned regarding the content of the reproduced 
LOAs that you did provide to AT&T. Designation of this document as an 
“Official Registration Form and L.O. A.” appears to violate the FCC rule that the 
LOA not be combined with any sort of commercial inducement. 

Furthermore, the LOA docs not clearly inform the subscriber that it is authorizing 
a change in its primary interexchange carrier and does not clearly identify the 
carrier to which the switch is being made. 
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Finally, the last paragraph of the LOA appears to contain a commercial 
inducement of some sort (“I also want to save money on consumer 
products/smices....”), and is again in violation of the rule that all such 
inducements be separate or severable from the LOA itself 

Please call me on 908-668-3637 if you would like to discuss this matter. 


Sincerdy, 



Cent^ Manager 


cc: C. Williams 
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Ainl 29,1996 


DuMFIeiElier 

Loqg DiMane ServioM; be. 

3220N:StiMtNW 

SoitelOO 

WMfenglai]^ DC 20007 
DearDtaad, 

Tin ktter is b le^naie M yaar nnio 6(ted 4/23/96 i»bUi 1 leotM todsy^ 

toyoarbttnicbiDsiiboaa&iiiedbiiiyktterdaMd A|ri 1^ AT«T has 
njectaddofifasaBBthyLangOiManceSerrices. Sbeeyoadidaolrapaniito 
die teas I sett rou. aqr nqiM fir origbd LOAa or my Mk^bitM iiMa«c^ wc 
base liogan the prDosatofreturabg those Olden to you. ThebotFNR/Batch 
PRWesied was 96CCN1247MD(da^, 960CN4768HD(mioericdy}. 

Please oet me on 908-668-3637 if you bne aay queatioa. 

Sbeeniy, 


Suzanne SendtakomU 
Center Manean 


oc Cimiams 
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79S Folsom Straet 

Ssn F rancisco. Cafifomia 94107>1< 

Phone 415 442-2600 


July 24. 1996 


Nfr. Daniel Fletcher, Presideat 
Long Distance Services, Inc. 
3220 N Street, Suite 100 
Washingbxi, D.C. 20007 

DearDanid: 


I am responding to your fax of July 18, 1996, regarding the LOA issue. Over the 
course of our dtscussi<xi on this, 1 have provided you with infonnatioa from the 
FCX! Common Carrier Docket No. 94-129 on the essential elements crmtained in the 
LOA. I suggested you obtain a copy of it and review it widi your legal counsel to 
determine your obligations as a reseller. 


It is not, however, AT&T's responsibility to render an opinion on whedier or not 
your LOA meets the requirements of the FCC docket At this time, AT&T trusts 
that you will be complying with those requiren^nts unless there is evidence to the 
contrary. As I indicated in my letter to you of July 8, 1996, AT&T continues to 
reserve the right, as your underlying carrier, to demand proper proof of authorization 
from your end-users, where appropriate, and to decline to process orders for which 
such proof is not forthcoming. 



Sharon L. De Mills 
AT&T Account Manager 
Specialized Markets Division 
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PSI Communications, Inc. 

11654 Haza America Drive, Suite 320 
Reston, Va 20190 

Mr. William F. Caton 
Acting Secretary 

Federal Communications Commission 
1919 M Street, N.W. 

Washington, D.C. 20554 

Attention: Common Carrier Bureau 

Dear Mr. Canton: 

Hie accompanying tariff material, issued by PSI, Communications, Inc. is sent 
to you for filing in compliance with the Communications Act of 1934, as 
amended, the material contained in this filing consists of tariff pages as 
indicated by the check sheets listed below: 

FCC Tariff No. 1 introduce's PSI Communications, Inc.'s domestic interstate 
message telecommunications services. 

In accordance with Commission guidelines for domestic non-dominant carriers, 
Tariff FCC no. 1 is filed on a 3 1/2“ disk in Word Perfect 5. 1 format. 

In accordance with Section 61.20(b) of the Commission's Rules, this original 
letter, FCC Remittance Advice Form and the appropriate fee were sent via 
overnight debvery on this date to the FCC in care of the Mellon Bank, 
Pittsburgh, Pennsylvania. Please acknowledge receipt of this transmittal and 
filing fee by rettiming a date-stamped copy of the enclosed duplicate of tliis 
cover letter in the self addressed stamped envelope provided for this purpose 

in accordance with Section 61 20(c) of Uie Commission Rules, copies of this 
ielter and the underlying uiifl pages on diskette were also sent this date via 
overnight deliveiy to the Chief Tariff Review Branch and the FCC Contractor 

Please address any mquines or further correspondence regarding this filing lo 
my attention at PSI Communications Inc., 11654 Plaza America Drive, Suite 320, 
Reston. Va. 20190, Telephone (703) 740-0613 


'ours trubrr>4 



Consultant lo 

PS! Communications, Inc 


Enclosures Tiuiff on 3.5" Ihskclle (Tariff RX* No I) 
' Inef, ranff lu’view Htanch (<hsl<i*li<*> 


stMii h 


EXWIIT#. 


39b 




January ^^998 
BY HANUl % 
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EXHIBIT # 39f 
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Sonic Pononiil SakcomittM 

fMOTIT # 


COMPANIES SERVED WITH MORE THAN 
210 FCC SLAMMING COMPLAINTS IN 1997* 


Carrier 

Complaint Ratio** 

Number of Complaints 

LDM Systems, Inc. 

16.86 

489 

Long Distance Services (MI) 

15.32 

1670 

Trans National Telephone 

10.00 

1090 

American Business Alliance 

8.13 

886 

Heartline Communications 

7.03 

766 

Minimum Rate Pricing 

5 50 

600 

Long Distance Services VA) 

5 19 

566 

Equal Net Corporation 

4.30 

262 

Brittan Communications 

4.06 

443 

The Furst Group 

4.02 

438 

L.D. Services, Inc. 

3.39 

370 

Atlas Communications 

2.17 

237 

Integrated Tele Services 

2.11 

230 

LDC Telecommunications 

1.96 

214 

Group Long Distance 

1 96 

214 


* Service of a complaint does not necessarily indicate wrongdoing by the served carrier 

*• Complaints per million of revenue, based on 1996 telecommunications revenue Since carriers with 
less than SI 09 million are not required to publicly report their revenue, SI 09 million was assumed. 
As a result, the carrier’s complaint ratio may be lower than its true complaint ratio 
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EnmT#^ 

ENFORCEMENT DIVISION, COMMON CARRIER BUREAU 
FEDERAL COMMUNICATIONS COMMISSION 


Slamming Enforcemoit Actions 


Notices of Apparf fi* I Jahi litT Isaiwi fnr Mam inmp V iolations 


Company Name Proposed Foifeitare Amount 

Heartline Communications, Inc. $200 000 

Minimum Rate Prkmg, Inc. 80 000 


Forfeiture Orders Igaig<i for ViAlatioiis 


Company Name Forfeiture Amouut 

Excel Telecommunications, Inc. $80,000 

Long Distance Services. Inc. (Troy. Michigan) 80,000 

Long Distance Sovices, Inc. (Virginia) 80.000 

Target Telecom, Inc. 40,000 


Consent Decrees 


Company Name 

Voluntary Paymeuts to 
the U.S. Treasury* 

AT&T Corporation 

$30,000 

Cherry Communications, Inc. 

500,000 

Home Owners Long Distance, Inc. 

30,000 

LCI Interoational Worldwide Telecommunications 

15,000 

Matrix Telecom, Inc. 

30,000 

MCI Telecommunications Corp. 

30,000 

Nationwide Long Distance, Inc. 

30,000 

Operator Communications. Inc. d/b/a Oncor 

500,000 

TELCAM, TelecOTimunications Company of the Americas 

15,000 

Winstar Ciateway Network, Inc. 

80,000 


* The conq)anies listed under Consent Decrees also voluntarily 
agreed to provide additional consumer protections. 

Other Actions 

The Cixnmisison has proposed to revoke the operating authority of the following group of 
carriers owned and/or operated by Daniel Fletdier: CCN, Inc.; Ohurch Discount Group, Inc.; 
Donation Long Distance. Inc. ; Long Distance Services, Inc. ; Monthly Discounts, Inc. ; Monthly 
Phone Services, Inc.; and Phone Calls. Inc. 
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GAO 


United States General Accounting Office 

Report to the Chairman, Permanent 
Subcommittee on Investigations, 
Committee on Governmental Affairs, 
U.S. Senate 


TELECOMMUNICATIONS 

Telephone Slamming and 
Its Harmful Effects 



GAO/OSI-98-10 
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GAO 


Results in Brief 


UidtedStatM 

GcMtal Aeeontlag Olllee 

WaiUivtOA, D.C10M8 


OfBce oC Special laeeetigatteiie 

S-279628 
April 21, 1996 

nie Honorable Susan M. Ccdlins 
Chairman, Pennanent SubctxnmiOee 
on bivesti^ations 

Committee on Govenunental AfEurs 
United States Senate 


Dear Madam Chairman: 


This letttf responds to your request of January 6, 1998, and in subsequmt 
<fiscussiofta, tluU we assist the Subcommittee (1) determining aduch 
entities or companies engage in teleplKme slamming violations — the 
unauthorized switching of a customer frtun one loitg-distance provider to 
another; (2) determining the process by which the provide defraud 
omsumers; and (3) reviewing what the Fedml Communications 
Commissiai (fix), state regulatory entities, and the teleccunmuiucations 
industry have done to curtail slamming. In addition, you asked that we 
present a case study of a lang-dtstaiax company that repeatedly slammed 
consumes as a starKlard busmess practice. 

Tele|diane customers who are victiins of mteittional alainining' can be 
harmed in a number of ways ranging from halving to p^ hitter, scKnetimes 
exorbitant, long-distance rates to being unable to use the calling cards of 
their provider of choice. Detennining the prevalence of telephcme 
slamming is \«ry difficult because no central repoototy for slamming 
complaints exists. But according to the nx, slamming is a growing 
problMi: The complaints received by the FCC have grown frtMii under 2,000 
in 1903 to over 20,000 in 1997. Purtho, one local telephone exchange 
ccNiqiany (another goteiBl recipient of siamming complaints) reported 
receiving over 80,000 complaints in the lint 9 months of 1997 alone. 
Indeed, Daniel R Fletcher, the owner/opesator of the companies 
discussed in our case study (see a{^. I), iq^Miently slammed over 600,000 
tonsumors, through his cwnpanies, in one effcNt. 


All three types of long-distance proyk ter s f scility-based carriers , which 
have eittensive physical equipment; switching resdleis , whi<di have one or 
more switching stationa; and awtichleas resellers , which have no 


oaoosi- 


•ISIUi 
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e(|u4»inent^ — have incent iv e s to engage in siamming. However, switchleas 
resdlexB-^iaving the least to lose and the most to gain-Hnoat frequently 
engage in intepti<H>al alannning, a ccording to fee roc, state regulatory 
agttides, and the tdeoMnmunicatiara induafry. Intentional alainining is 
aocoiaidiriMd by deoqrtive practices. Ihese include CalsUying documents 
dud authonae a switdt and nualeading customers into signing such a 
document 

The Fcc, state regulatoiy agencies, and the teleaxninunications industry 
each on die odiers to be the mam forces against intentional slamming. 

However, with regard to die foc, its aidutamming measures effecdvdy do 
little to protect cons um er s from aUmming. Although representatives ^ 
state r^ulatoiy agencies and the industiy view a provider’s fcc tariff— a 
sc h edule of services, rates, and charges — as a key credential, the roc 
places no ai gnifi c sn ce on the tarifh that k>ng-dishmceprovidets are 
required to file with it before provkfing service. Aiding the fcc hi 1906 
attempted Co regulate tacifEs out oi existence,* the D.C. Circuit Court 
stayed that poc regulation in 1907 as a result ofa lawsuit* The pcc now 
accepts taciflSi; however, it does not review the tariff infonnataon. 

‘nuis, having a tariff on file with the FCC is no guarantee of a long-distance 
provider's inC^ity or of Foc’s ehility to a provider that slams 

consumers. Indeed, as part <rf our inveadgsdon and uaii^ fictitious 
infonnadan, we es^ filed a tariff with the fcc and could now, m a 
switchiesB reseller, slam omsumen with bttle chance ttf being caught 

State r^fulatory measures Chat could preclude slamming nnge frtMn none 
in a Sew states to extensive in others. Indus&y’s andslamming measures 
appear to be more marketdriven. However, a "fic freese* — an action that 
consumen can take by ctKttacdng their local exchai^ carrier aid 
*freezing” their choice of Primaiy huerexdiange Carriers (PK), or 
Umg-distance providers— effectively reduces the chance oi Intentional 
aLucuning. 




*«7C.P.EMC(lgBSLtt 


MCgm-TFOC. IIfc»S-ia 
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B-tTMSS 


Daniel R Fletcher, the conq>any own^operator discussed in our case 
study, ^H>arenUy ei>tered tite business of hMg-distance reselling in 1993. 
Between then and 1996 — by when most indusdy firms ended dealings with 
his ei^t conqMnies, his conq>anies had slamiited or attempted to slam 
hundredsoffiwusands of consumers, some likely more than once. In that 
period, accordii^ to itWMnplete iruhistzy reccwds, Fletcher conq>anies 
billed th^ customers at le^ ^ millicm in kmg-distaitce charges and left 
at least $3.8 million in uiq>aid bills to industry firms, including 
l<mg-distanoe net wo rks, with whi^ th^ were doing business. Another 
long-distance provider obtained a $10-milli(Xi judgment^ against one 
Fletcher compare. 


Background of the 
Slamming Problem 


In July 1997, toe pcc estimated that U.S. amsumers could droose fit>m 
over 500 long-distarv^ service providers. Sammii^ subverts that choice 
because it changes a consumer's Icmg-distance provider without toe 
ccMisumer's knowtedge arul coittent It distorts telecommunicatiorts 
markets by oiabling compaiues engaged in misleading practices to 
mcreaae their customer bases, revenues, and profitability throu^ illegal 
means. In addition, slammed cemsumers are often overcharged, according 
to the PCC arul the mdus&y; are unable to use their preferred long-distance 
service; cannot use calling cards in emergencies or edule traveling; and 
lose premiums (e.g., frequent flyer miles or free minutes of Icmg-distance 
calls) provided their properly authorised provider. 

Collectively, slamming increases the costs to IcngKiistance providers and 
other firms involved in this industry. Iheir increased costs occur when 
slamming victims reftise to pay toe charges unauthorised service 

providets or atoen slammeiB tomnselves take the profits and leave unpaid 
biDs, scxnetimes amounting to millkms oi doUars. 

Deteimirung toe prevalence of slammmg is extremely difficult Althou^t 
the PCC began receiving slamming c(»iq>laint8 after the divestiture of atst 
in 1966,* no coitral repository existB for slamming con^laints; and ik> 
oitity, in our opinkm, has made a significant effort to estimate the 
prevalence of alamming. Contributing to the uncertainly conconing the 
prevalence of slamming, some consumers, who do not review their 


•PhoM Cdh. he. V. Ate Cmwitechii—. Ud.. Ih. CIV. A 9U794. 1907 US. DM. LEXIS 12321 (EJ). 

f^A^TiW). — — 
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monttdy telephone htlto doeely, are unaware that th^ have be^ 
slammed. Others may be aware that they were slammed but take no 
conrective a^wi, such as filing a coiT4>laint 

Customers can voluntarily change their long-distance coirq>any— or 
Primary Interexchange Canier (pic)— by contacting, or submitting an 
"order" to, the local exdtange carrier. Lcmgdistance companies can also 
iegUimatdy process a nc change to whidi the customer has agreed 
thiDU^ ertha a written or verM authcwization.'' 


What Entities Engage 
in Slamming and Why 
Do They Do It? 


Ttw three types of Icmg-distance providers are fodlity-based carriers such 
as ATST, MCI, and Sprint; switching reseUeis; and switchless resellers. 
According to represtfUatives of the fcc, numerous state regulatory 
agencies, sikI the industry, those who most frequently engage in 
intentkmal slamming are switdiless resellers, lltey have the least to lose 
by 1 wring deceptive or fraudulent practices because they have no 
substantive investm^t in the industry. Nevertheless, the economic 
incaitives for slanuning are shared by all Itmg-distance providers. 


Facility-based carrieis have an ectmomic incentive to slam because they 
have high fixed costs for network equipment and low costs for providing 
service to additional consumers. 'Dtus, providing service to additioiud 
consumers, even without authoriaatiim, adds to a carrier’s cash flow with 
little additional cost Conversely, those same hi^ fixed costs represent a 
strong commitment to the Icmgdistance industry aitd a need to maintain 
the trust, and businesB, of their existing customers. 


Resellers — switching and switchless — also provide long-distance service 
to their customers. Switching reselleis maintain and operate switching 
equipmott to ooimect their customers to the networks of facility-based 
carriers. Switchless resellers, howevo^, have no equipm«tt and generally 
rely on fadii^-based carriers and other reseUers to service their 
customers. Resellers make a profit by selling long-distance services to 
their customers at rates that are hitter than the fees the resellers pqr to 
facility-based carriers for handling their customers' calls. Both switdiii^ 
and switchless reseUers have an ecoiKxnic incentive to slam because 
addidoiwl customers increase their prcdits. 


'Wittttn wUntaMkm ■ otatawd bjr owig * Mter cf asmcy G£IAX wtew aote pupow M to 
MMlnriw • local c«)uagt cvitcr to Hliite ■ nc dwifr. 'Dw LOA bhM be tigned and dtted by the 
MbKriber requotnig Sk (47 C.P.K. Kction 64.1160(6)) Vefbal authuriutkm are usually 

MtHted by a letaaartcetar 
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Fuithcr, unscnipulouBtelanariceCen, that contract with a long-distance 
provider, may sUxn consuroeis to increase their comnHaaitxis (e.g., a flat 
fee for every customer awitdied). 

However, e n trepreneurial cnmlnals engaged in slamming t^>erations 
prefer acting as swttchleae readleis to generate fest prtdlts and to make 
erimiiMl pm a mitinn more They have few, if any, overhead costs 

and need titfle, if any, financial investment fai theirhusineases. In addition, 
the coatof filing the required tariff — or schedule of services, rates, and 
char g e a with the pcc to initiate a busincas ia in eap e naiv e; and an 

urwcnipuloia individual can avoid that cost alh^ether. The unacn^Kilous 

rmrlirr ran thm ftlam nmttrmrrr tKam mnA 

run — leaving unpaid bills to the fecilily*ba8ed cani^ and other entities, 
mich as billing iHwiwrd the reseller, ff die reseller did not 

submit corect information to the FCC or state r^ulatoiy agencies, the 
lilcdihood getting caught and prosecuted is n^i^Ue. 

The owner/operator of our c ase st ud y companies used Mich tactics. (See 
app. L) His eight known switddeas reselling companies operided at 
varkNia tunes between 1998 and 1996, charged di^ custtxnas at least 

$20 million, and have been fined hundreds of thousands of dcdlara by state 

regulatory agencies and the pcc. However, neither the pcc nor we wm 
able to him in 1997 or to date in 1996 because he has concealed his 
«diM«abouts. 


How Is Slamming 
Accomplished? 


Both busmesB and individual consumns must select a PK to provide their 
long-distance service through their local exchange carrier. Intentional 

slamming ia thus posaible because the legitiiiiate ways a consumer's FfC 
are changed (see following section) can be manipulated easily and in a 
flraudulent manner. 

Slamming can occur through deceptive marketing practices— ^lether by 
faciUQf-based carriers, resellers, or tefemarketeis acting on their 
b^ialf— by which consumers are misled into signing an authwizadon to 
switch their Ffa Unscnqwlous telmnarketefs or long-distance providers 
may also falsi^ records to make it iqtpear that the consumer agreed 
veihally or in writing to the switch. It is also possible to slam consumers 
without ever contacting them, such as by obtaining thw telephone 
numbers frxxn a teleidione book and submitting them to the local 
escdiange carrier for changing. As an fcc Commissicxier stated b^re a 
U.S. Sen^ subccunmittee, "alamming scenarios involve [, among oth^ 


Paw* 



251 


methods,] deceptive sweepstakes, misleading foims, forged signatures and 
tel^nariceteiB who do not uiKierstand the word no.”* 


What Have the FCC, 
State Regulators, and 
the Industry Done to 
Curtail Slamming? 


Although the FCC, most states, ar>d the telecmnmunications industry have 
some andslamming rules and practices in place, each rehes <m the others 
to be foe main forces in the andalamming battle. Of the andalamming 
efforts, those by some states are the most extensive. However, we found 
no effective antislamznlng effort to keep unscnq>ulous individuals from 
becoming a long-distance provida*. For exaziqde, foe fcc does not review 
in fo rmation submitted to it in tariff filings that may alert it to unethical 
bi ftriAitinm, foe FOC lags for behizul some individual state 
regulatory in foe amount of fii^ in^nised on companies for 

slamming. 


Antislamming Measures 

The FCC The rcc first adopted antislamming measures in 1965* and has 

subsequently promulgated regulations to improve its antislamming efforts. 
For example, in 1992 as a result of an increase in telemarketing, the fcc 
required long-distance providers to obtain one of four forms of verification 
concerning change-orders generated by telemarketing. Verification 
would occur upon 

■ foe customer's written authorixation; 

• the customer's electronic aixttKxixatimt placed from the telephtxre number 
for which the pic was to be changed; 

• receipt of the customer’s oral authorizaticm by an independent third party, 
€ 9 >erating in a location jfoysically separate from the telonarketing 
representative; or 

• foe long-distance provider’s mailing of an information package to the 
customer within 3 buainesB days of the customer's request for a Pic 
change. 


*9lal«naa by Somi N«m, CwtiiwIowt tt the FCC. before the uA Senate. Subcommttee on 
CooimHitaaianB, CoenUtee on Cowerc e . Scienec. nd T fp ort a tton (Aug. 12, 18B7). 

*in a MB poticy atatament (CO Fed. Beg. SBSK (June 24. USB)), the FCC decided that allowing 
cuaUnen to aelect long-diilMe carrien via bnOot rather tiun adomaticnU)’ aaaignaig contumeis, 
throu^ detedt, to oidy one competitor womM benefit the puUic inlcreat Provider* would then have 
iMc e mi *^ to peoirtde lu in ta i a i e withlia^rfalbrforTBationmMl t ' w npetit i veaeTvieea, which the 

«— to — (pfnpwi I it 

>*47 C-FR.aectian64.1100(IMe}. 
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In 1995, as a result of receiving thousands of slamming complaints^ the pcc 
again revised its regulahons. The revisicHi,^* in part, prohibited the 
potentially deceptive or confusing practice of combining a letter of agenQr 
with promotional materials salt to consumers. 

However, we found nothing in fcc practices that would effectively curtail 
unscnqiulous individuals from entering the telecommunicaticms industry. 
And no fcc r^uladon what preventive measures the FCC should 

to oisuie that Img^listance-provider ^>plicants have a sadsfactory 
record of integrity and business ethics. Further, according to fcc’s DepuQr 
Director for Enforcexnait, Common Carrier Bureau, Elnforcement 
Divistcm, the PCC relies largely on state regulatory agencies and the 
industry’s self-regultfing measures for antaslamming efforts. 

According to representatives from state regulatory agencies, facility-based 
carriers, resellers of long-distance services, and others in the industry, 
they view an entity's pnnminn of an pcc tariff as a key credoitial for a 
long-distance provider. Eiach longdistance service provider is now 
required^ to file a tariff with the pcc, including information that should 
allow the pcc to contact the provider about, among other matters, an 
iruMttinate number of slamming complaints against it 

However, according to knowledgeable pcc officials, the fcc merely accepts 
a tariff filing and does iu>t review a filed tariff s irdormation, including that 
regarding the applicant Thus, fite filing procedure is no deterrent to a 
determined slammo'. Neither does the procedure support the validity that 
states and the industry place on an entity that has filed an PCC tariff 

For example, we easily filed a tariff with the pcc throu^ deceptive means 
during our investigatacm when testing PCC’s oversi^t of the tai^-fUing 
procedure. In short, althou^ we submitted fictitious informatitm for the 
tariff and did not pay Fee’s required $600 application fee, we received PCC’s 


>*47 C-F.E Kdkon 64. U«0. 


■V tSe?, the FCC M Bewted the LOA fom wd content ptwihon. in pm, to edd the mpiircfnent that 
e««i7 tX)A aaat he tnrnMed bno the anw te«uaee w anr pronwttonel mtterinle, onl deacriptioM, 
or tatnndkn pranded with the LOA (47 CPJt Mcthm 64. 1160 (f) (1907)) 
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8taiiq><rfan>roval. ‘nius, wi^ a taxilf on tile, our fictitious ctmqMny — PSI 
fV> iwiiinT^n«*w-> w < i i n able to do business and slam consumers as a 
switctUeas reseller with btUe chance adverse ctxisequences. 

Anodier antislammins measure — the Fee’s Comimm Carrier 
Scorecard — publidxes the more flagrant slammers, but it is inaccurate. 

Hie Fcc prepares the scorecard, vrtudi lists the Icsig-distance providers 
about vrtiidi the fcc hM rec^ved numerous slamming cmiqilaints, fw the 
industry and the public. Hie scorecard also ccui^iares 
t ho se provideis by citing the ratio ot the number of complaints per million 
dcdlarsofcMtipany revenue. However, it jaesents an inaccurate picture 
it severe^ understates the number of complaints p^ million 
dollars of revenue for resellers. Hiis occurs because reseDos are not 
required to, and generally do not, report their revenue to the fcc unless 
that revenue ezceecto $109 miUion. Hierefore, in the absence of actual data 
and for the sake comparison, the fcc assumes that those resellers had 
$109 millian in re%en\!ie. Hiia assumption results in unrealistically low 
o(Mnplaint4o-fevaiue ratios for a large number of resellers. 

According to repr e se ntatives of some state regulatory agaides, states rely 
largely <hi the rcc and the industry's self-regulating measures for 
anttalamming efforte. While most state regulatory agaides have s(Mne 
Ucoising procedures and requirements for an entity to become a 
l<xig-di8tance advice provide, those proceduiea/requirements vary fiom 
ne^igible to restrictive. For example, Utah does nm regulate long-distance 
service providers. In contrast, in Georgia, switchkss reseUeis must first 
file an iqiplicaticxi with the state public utility ccmimission and provide a 
copy to the govom^s Office of Consumer Affairs. Hie conuniasion then 
reviews the submission, detennines whether to issue an interim 
certificate, and rereviews the interim certificate after 12 months to 
determine ediether to issue a permanent certificate. In additkm, switchless 
resellere must adhere to Geor^ conunisBion rules. 

Hie telecommunications industry also attenqits to weed out conqwnies 
involved in slamming. For example, various fodlity-based carriers have 
different antijamming measures baaed on the companies’ marketing 
{diilosophiea. Sudi measures indude MCTs empha^ «i the use of third 
par^ verificatiana and at4T’s^ etiqdiasis on use of written authwizatioiis, 
or LOAS. In addition, a facility-baaed carrier may question a reseller’s 
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Punitive Actions Against 
Slammers 


submission of a large number of telephone nuinbeis at one time. However, 
we found few activities that resellers were undertaking to curtail 
slamming. In addition, we found no industry practices that would 
effectively keep unscrupulous individuals from entering dw 
telecommunications indusby. Moreover, according to officials of a 
reselling ctHnpany aiui a billing company, the indukxy largely relies on the 
Fcc and state re^ilatoiy agencies fix' antislanmung measures. 

Indeed, the most ^eclive anttslamming measure appeals to be cxie that 
consumers themselves can effect against all but the most resourceful of 
slammers— a *pic freeze.* The mdividual customer can ccmtact the local 
exchange carrier and request a nc freeze, in essence freezing dte 
customer’s choice of Icmg-distance providers from <hange. The customer 
may lift the freeze by rectmtacting the local exchange earner and 
answering certain identifying questifxw about the customer’s accoimt 


In comparison with some stales’ actions, the FCC has takm little punitive 
action against slammers. During 1997, the fcc obtained ctmsoit decrees 
from nine companies nationwide that paid $1,246,000 in fines because of 
slamming. How^«r, in May 1997, the California Public Utilities 
Commission susp^ed one firm f(x 3 years because of slammiitg, fined it 
$2 million, and ordered it to refmvi aiu>ther $2 million to its custraneis. 
Further, within the same general time period, other^ state regulatory 
commissions took more extorsive actiems than did the fcc against the 
same conqranies. For example, 

In December 1996, the California Public Utilities Commiasifm reached a 
settlement with another conq>any and its that w^e involved in 

slamming. The settlement suspended the firms from (Bering kmg-diataiKe 
service in Cslifonua for 40 months and required the firms to offer $600,000 
in reftnKis to 32,000 customers that had conqrlained about slamming. In 
cociqtarison, during 1997, the fcc issued a Notice of Apparent liabilify to 
this conqMny for $200,000 fex qrparent slamming vkriations. 

In February 1996, the Florida Public Service Commission voted to require 
a third firm to ihow cause, in writing, why it should ikA be fined $500,000 
for slamming violaticxv. (This firm is also the subject of numerous 
slamming complaints in New Jersey «d Tennessee.) In coaqraxison, 
during 1907 the fcc issued a Notice of Apparent Liability to this firm 
amounting to only $80,000 for l yparent slamming vH^ations. 
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Further, the roc takes an incwdinate amount tune, as acknowledged by 
roc to con^Muues that slam ccmsumen and to issue 

(Ntlers for corrective actions Q-e., fines, su^>ensions) <uto barth«n from 
d(^ bitfiness altogether. For exanqile, Mr. Fletcher, the ownei/operator 
of the case^tudy companies, began his large-scale damming activities in 
1996. But it was rkot until June 1997 that the roc initiated enfrucem^ 
action^ against the ei^t known Flet<iier-controUed con^Mnies** with an 
Order to Show Cause and Notice of Opportunity for Hearing. In the order, 
the roc that it had substantial evidence that the conqranies had 

ignored roc'a Pic-change verification procedures and routinely submitted 
piochange recpiests that were based on forged or falsified u>as. Hie roc 
thus directed Mr. Fletdier and his companies to show cause in an 
evidoitiazy hearing why the roc should not require them to cease 
providing huig-distance services without prior roc consent and why the 
companies' operating authority should not be revoked. Because Mr. 
Fletcher waived his ri^t to a hearing when he did not file a “written 
appearance,” stating that he would appear for such a hearing, the roc 
could have entered an order detailing its final enforcement action against 
the Fletcher companies and Mr. Fletcher. However, as of March 1998, the 
roc had taken no such action. 


Neither the roc, the states, nor the telecommunications industry have been 
C/OnCiUSlOnS effective in protecting the consumer fit>m telephone slamming. Because of 

the lack of roc diligence, companies can become long-distance service 
providers without providing accurate background information. Some 

have taken significant action to protect consumers from slamming, 
but others have taken little acdcxi or have no antislamming regulations. 
Further, the industry approach to slamming spears to be largely 
marketrdriven ndher than consumer-oriented. Given this environment, 
uitscnqiulous long-distance providers slam consumers, often with virtual 
irapuni^. As a consequ&ice, consumers and the industry itself are 
becoming increasingly vulnerable as targets for large scale fraud. Hie most 
effective action that consumers can take to eliminate the chance of 


■*ln Decnte ISeOk Uw roc initiated • Nobce of A4>pwcsit LoMUty rw Forfeiture apinst one Mr. 
IVtdwr’e eo*«v«^ Sernee^ Ina An Order of l^eiture w*B entered against the 

oo w pan y at 1997. 

■'nte •if* ewttcMeaa reaeUcr* were COf, bic.; Churdt Discount Gnnq), btc.; Diactnmt Calling Card. 
Inc.; Dcewten Lat« DMbkc, faic.; Lois Didnce Serrices, Inc.; Monthly Diacounta, btc.; Monthly 

Phone Seieieea. tic; «*d Phone CaIla,bic.{PCtV Only two of lheae.DiBco«mlCaaiis Card and PCL 
had filed tanfb with (he FCC, according to Fee’s June 1997 order. 
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intenlioMl Is to h«v« tlieir local C3cdian0e canter fteeie 01^ 

choice of kng^tatMioe piovklefs. 


Scope and 
Methodology 


Our took plftce between January and March 1906. We 

iute r v iew^l ium w nt i rii r M of the KC end lonfrdiatance provtden, 

fcriiteyAaaftd c«Tte« Mid rmenefw . fa edtation. we interviewed 


IMw idetifc We iwie wed i!>Bilebie puMic fecoede on ri Mnm i n g tactadiiH 
liriiif rong iT Mi nn i l hfiim >ni in ri 

pcoviden. Ihew tedwled AwrdociMiwnls profi^ded to UB pumn^ 
•ubpocfoi iniwd by the Penainent Subcotmnittee on Investigtfkim, 
Seiiafte CaeoErittM Oft GovenuMtital Affiiifa Further, through the National 
Aaaodatkm of State SegutMofy Agencies, we obUBied and reviewed 
in&nnitkxi from alate cntlhea that n«alale lont^liatance service 
pravklen. To detennine the extent of RXfs ovefsi^ of tariff fiUnga, we 
filed fledtkxtt documeRlatkxt with the FCC and did not pay the required 

filing fee. 


Aa arm^ed with your office, mUeas you announce its contents eariier, we 

plan no finther ^tribution of this lepoft until 30 days from the date 
thte letter. At that time, we will send cof^ to inteeoaed congreasMxial 

eocnmittees and the Chairman oi the Federal Communicatians 

Cocnmiaaion. Copiea of this report win also be made available to others 
upon request Ifyouhaveanyqueatiooaaboutour investigation, please call 
me at (202) 612-7456 or Aastatant Director Ronald Malfi of my staff at 

(202) 512-7420. 

Sinco'^ yours, 



Elfay B. Bowron 
Assistant Con 4 >troUer Genoal 
f<y Special ImTstigitinns 
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\pp«idixl 

C^e Study of Daniel H. Fletcher’s Business 
Ventures as a Long-Distance Provider 


'Rus case study is based on our limited investigatitm of four of Daniel H. 
Fletcher’s eight known business ventures^'' operating as long-distance 
provideiB between 1983 and 1996. Ihrou^ each business, it I 4 )pears that 
Mr. Fletcho' slammed or attempted to slam many thousands of ctmsumers. 
As a further indication of the extent of his dealings, industry reccmls, 
althou^ incomplete, indicate that between 1993 and 1996 two of Mr. 
Fletcher’s companies billed their customers mcne than $20 million in 
long-distance duuges. 

Mr. Fletcher rq>parently began reselling long-distance services in 1993. ^ 
inid-1996, the industry firms dealing with Mr. Fletcher’s coir^Mnies began 
to end those dealings because of his customers’ slamming conqdaints 
and/or his nor^iMtyment tor long-distance network usage by his customers. 
Collectively, these firms claim that Mr. Fletcher’s companies owe them 
$3.8 million. Another firm has obtained a $10-nullion judgment against one 
Fletcher company.** 

Mr. Fletcher’s companies have also come under regulatmy scrutiny by 
several and the FCC. For example, in 1997 the Porida Pubhc Service 
Commission cancelled the ri^t of one Petcher-contn^ed 
company — Phone inc. (pa>— to do business in the state and fined it 

$860,000 for slamming. New York also took action against pq in 1997. In 
May 1997, the fcc ordered anotho’ Petcher company — Lcmg Distance 
Services, Inc. — to forfeit $80,000 to the United States 'Yor vitiating the 
Coininiaacm’s rules artd cndeis* when it changed (or caused the change of) 
the Icmg-distance providers of two customers without authorizatiMi and 
through the use of apparently forged loas. Rve FCC did not refer the 
$80,000 forfeiture to the U. S. Department of Justice fM- collection, 
according to an FOC official, because the Justice Department had 
previously failed to take action with similar cases. In addition, in June 
1997, the FCX; citing numoous c(MT 4 )laints and evidence of forged or 
falsified loas, issued an Order to Show Cause and Notice of Opportunity 
for Hearing regarding Mr. Petcher and his eight companies. In that mder, 
the FCC, in effect, diiected Mr. PeCdrer and to companies to show cause 
the FCC should not require them to stop provid^ long-distance 
services without prior fcc consent and why the companies’ extending 
autlKxity should not be revoked However, since Mr. Petdier did not 


''nv^^swftcMHiraMaenwweCCN, he.; OrWaw Owe* Nc t w wfc, Inc-.aeiwebMinw 
Qnrdi DiKa«n( Qroi^ bw.; DiMsva Ciltaif Cvd, bK; DomMtai Long DMHwe, he.! Long DiMnee 
S errkM, kicj MonSib feK.; MeWMr Fbow 3c » kj* , hK.; md num CbBi, Ine. 
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provide the FOC a written s^rpeaiance, or e3q[>lanation, the FCC could have 
entered the order, citing foc’s final enforcematt action. However, as of 
Mardi 1998, the pcc had not done so. 

It appears that all eight known FletchoHxmlroaed conqMittes were out of 

business by the end of 1096. However, our investigation identified several 
instances of Mr. Fletcher’s continued invcrivemoit since thm in the 
tdecommunicari^w** industry. We have bem unable to locate Mr. Fletchm 
for his response to the allegaticms because he knowing used false 
information to ccmceal his identity aiMl the localicm <^his ctHi^wnies and 
iesidence(s). 

Fletcher’s Christian 
Church Network, Inc. 
and Long Distance 
Services, Inc. 
Relationships i^th 
Billing Concepts and 
Sprint (1993-1996) 



Business Relationships Based on an introduction by a Sprint repr esent a tiv e, Mr. Fletctusf'a 

IcmgHlistance resellixig business Ctuistian Church NetwMic, Inc. (doing 
busineas as Church Discount Groiq>, Inc.) entered into a contract on 
August 18, 1993, with BUliirg Concepts'* and Sprint** 

Under the tKms of the contract, Christian Church Network submitted 
dectronic records to Billing Oincepts. rr^resenting its customers’ 
long-distance calls made ova- Sprint's network. Billing Concepts 
(1) advanced 70 percent of the calls’ cost (as charged by the Fletcher 
conqMny) to Sp^t** and (2) retained 30 percoitt in reserve ftM* its 
administrative costs and potential nonpayment by the Fletcher con 4 >any’s 
customers. Sprint deducted its itetwcvk charges and sent the remainder to 
Christian (Church Network. 


OncciMs bwtow w U88L 
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Under ttito fl iTin8ematf,Baig<OM>cq)t8sqtt the dectronic records of 
ttie king-distance to die appropriate local ddiange 

canteiB for billing (at Ohristian Church Nerivt^s charged rate) and 
collection, Within 60 days, the local exchange catiiets sent approximately 
06 percent (rfthe billings* value to Billing Concepts for die netdmr 
con^Mny. Ihe local exchange canios withhdd 5 f<x possible 

ncK^Myinent by the Ftetdier company’s customers. 

On July 22, 1994, ^rint, Billing Concepts, and Mr. netcheris Christian 
Church NeCwtxk modified thar agreement whereby Billing Concepts 
would advance 70 p q cent^ of the billings directly to the Fletcher 
conuiany radia than to Sprint Ihe Fletcher company was to pay ^rint 
for its net w o r k charges from the advances, nien from November 1994 to 
July 1995, the compaxvy did not receive advanced from Billing Concepts 
and instead paid ^nint from payments received from the local exchange 
carriers. However, starting In July 1996, the Fletcher company requested 
Mi/i again received 70-peicent advances frtxn Billing Concepts. 


Sharp Increase in 
Customer Base and 
Subsequent Problems 


FYom November 1995 through April 1996, Christian Churdi Network 
produced a tenfold increase in the billable customer base. Between 
January and i^Ffil 1996, the conq>any also apparently ston>ed paying 
^rint for its customers’ network usage, keeping the foil 70-pacent 
advance firom Billing Ccxic^pts as its profit Flirther, in July 1996, Mr. 
Flet<dier — representing snother of his ei^t companies. Long Distance 
Services, Inc.— signed a secmd coitract with Billing Ccncepts. 

Billing Ccmcepts continued advances to Christian Church Network until 
September 1996. Then, after receiving a large number of slamming 
ccmiplaints from Christian Church Network’s customs following the 
increase in the compaity's custraner base. Billing Ccmcepta terminated all 
business with both Fletcher companies. 

FVom December 1993 throu^ December 1996,** the two Fletdier 
ctHupanles submitt^ over $12,432,000 in bills for long-distance usage to 
be forwarded to their custtmiers. When Billing Conc^ts terminated 
business with the two Fletcher companies in September 1996 because of 
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the alleged slamming, it had already advanced the companies more than it 
would receive &xMn dte local exclude carriers. (Those earners returned 
less than had been billed because some customers did not pay after 
learning they had been slammed.) Billing Ck»ncepts claims that the two 
FleCditf comparues owe it approximately $586,000 that it was unable to 
collect from the local exi^tange carriers. 

In wtHHinn, ^rint temunated its business relationshq) with Christian 
Church N^work arui Long Instance Services in September 1996 for 
nor^Myrnent ot outstanding r>etwork dtarges. Sprint claims that the two 
companies still owe it about $547,000 for that noi^>aymenL (Sprint 
attempted to reitegotiate its contract with Mr. Fletcher’s Christian Church 
Network before the termmation. Our investigation indicates that Mr. 
Fletcher irtstead took his itKreased customer base to Atlas 
r. rtfnfnnnt/»ittinn « via another of his ei^t conq>anies, Phone Calls, Inc. 
(pa], and did rtot pay Sprint. See later discussion regarding pa and Atlas.) 


Fletcher’s Long 
Distance Services, 

Inc. Relationship With 
AT&T (1994-1997) 


On October 19, 1994, Mr. Fletcho-, doing business as Long Distance 
Services, Inc., sigited a contract with atat to place his customers on its 
network. The agreement called for Long Distaiwe Services to purchase a 
minimum of $300,000 of Itmg-distance service annually. 

atat's incomplete records* indicated that starting in March 1996, the 
Hetdier company began to dramatically increase the number of new 
customers to be placed on atat’s network. During an April 8, 1996, 
teleirfKme call to atat artd in an April 9, 1996, letter sent via facsimile, Mr. 
Fletcher requested that atbt CMifirm that (1) ATAT had accepted the new 
customers that his c(xiq>any had transmitt^ to ATAT since March 1, 1996, 
and (2) ATAT had put them on line. According to Mr. Fletcher’s letter, his 
Lmg Distance Services had requested that more than 540,000 new 
cusKxnets be switched to atat. The letter also iwted that the company 
was sendlttg an additi<Mtal 95,000 customer telephone numbers that day. 


In an April 9, 1996, return letter* to Mr. Fletcho-, atat questioned his 
cuttomo- base arsi his custMiien’ letters of agency (loa) auttmizing the 
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change of long<distance conqMzties. atat requested that Mr. Fletcher 
forward a sampling of theuMS, andMr. Flecdt^ provided api«oxiinately 
1 , 000 . 

In another letter to Mr. Fletcher, dated April 16, 1996, atat provided 
reasons vrtiy it b^eved the loas were in violation of fcc r^;ulati<ms (47 
C.PJt. section 64.1 150): (1) the loas had been combined with a 
ctmunerdal inducement, (2) Mr. Fletcher’s lqa form did not cleariy 
indicate that the form was authorizing a <diange to the customer’s Primaiy 
Interexchange Carrier (ncX arid 0) it did not idottiiy the carrier to which 
the subscriber would be switched. On .^ril 25, 1996, atat wrote Mr. 
Fletcher informing him that it had r^iected all "orders” (new customers) 
sent by Long DistaiKe Services, Irkc., presumably since March 1, 1996. 

Although ATar recognized a problem with Mr. Fletcher and his business 
practices during April 1996, it omtinued service to Long Distance Services, 
Inc until Noveiid>er 1, 1997, when it discontinued s^vice for rK>iq>ayment 
for netwoiic usage. According to an atat represoitative. Long Distance 
Services, Inc. still owes atat over $1,662,000. 


Fletcher’s Discount 
Calling Card, Inc. 
Relationship Mth 
Integretal (199&-1996) 


On January 6. 1995, Mr. Fletchtf , doing btisiness as Discotmt Calling Card, 
Inc., signed a contract with IrUegretal, a billing company. Although 
Int^retal officials provided us little infCsmatiorv stating that the 
informatKxi was missing, we did determine the following. 

From May 5, 1996, throu^ February 26, 1996, Integretal processed 
^iproximately $8,220,000 in long^listance call billing for Discount Calling 
Card customua. Under the tenns of its agreement, Integretal advanced the 
Fletcher company TO percent oi the billing value of the electronic 
records of calls submitted by the conqMuiy. Integretal was contractually 
entitled to retain 30 percent of the calls’ value for processing and potential 
tKxipayment by Discount Calling Card’s customers. 


Because of billing complaints made by Discount Callmg Card’s 
custosnei a ,* Integretal claims that it lost about $1,144,000 that it was 
unabie to recovo’ from the cwnpany. Integretal stopped doing business 
with Discount Calling Card in November 1996 because of numerous 
customer conq>Uints. 
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Fletcher’s Phone 
Calls, Inc. 
Relationships Mth 
Atlas 

Communications, Inc. 
and Sprint (1996) 


Business Relationships On June 18, 1996, Ihe Petcher-controUed Phone Calls, Inc. (pa) and Atlas 

Communicatiwtt, Inc. signed a business contract for pa's customers to be 
placed <m Atlas’ network (l^rint). In early July 1996, pa provided its 
customer base of 544,000 telephone numbers to Mas. (Information 
developed by our investigation suggests that Petcher companies slammed 
these custom^s largely from the customer base they had given to Billing 
Concepts.) Subsequently, Atlas provided the pa customs telephone 
numbers to Sprint for placement on print’s network. 

However, within the next several weeks, Atlas was able to place only 
about 200,000 telephone numbers from pa’s customer base cm Sprint’s 
network. This occurred, according to Atlas r ep r e s e ntatives, because 
(1) the mdMdual consumers had placed a pic freeze with their local 
exdiange carriers, preventing the change or (2) the tel^hcme numbers 
were iiu^>erative. Because of this low placement rate, Atlas became 
ccMicemed that pa was slamming customers and elected not to hesuM* its 
contract Subsequently, on August 19, 1996, Pa filed a lawsuit against Atlas 
in Beruuytvania,* attenq>ting to obtain (as per the ixiginal contract) the 
raw record material r e pr e s e nting the details of its customers’ telephone 
usage, whkii would allow pa to bill its customers. Sprint had supplied this 
raw rectxd matcslBl to Atlas. 


Legal Scrutiny li' August 1996, Atlas submitted evidence, in the breadHjf-cmtract suit 

brought by po, indicating that many alamming conq>lBint8 had been made 
against po. For example, after the first bills, representing pa curtomos’ 
calls for July and August 1996, had been sent out, an unumaUy hi^ 
percentage (approxiinatdy 30 percent) of pa cnisUNneis lodged ccmqrfaints 
wMt regulaton and government law enfKcement agenaes-^ndudi^ the 
Foc, variouB public utility coenm ia aio ns , md varioua state attcNneys 
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general; l^rint; and numoous local exdunge caniere. According to an 
Atlaa rep r esentative, Adas atteR 4 >ted to answer these c<Hiq;>laintB and 
reviewed the customer' loas authcwizing the diange of kmg-distance 
companies. After the review, Atlas bdieved that a number of die loas were 
forgeries. 

Acctuding tothe vice president Atlas Communications, the judge issued 

a temponry restzaliung Mder, preventing pa frmn obtaining the raw 
record material The judge also agreed to allow Atlas to tduige pa’s 
customers at the existing standard atst long-distance rates (as the most 
prevalent U.S. service) rather than pa’s excessivdy hi^ rates. 
Subsequently, Atlas entned into a contract with US Billing to perform 
bUling-clearin^Muse sovices for Atlas regarding pa’s customers. In this 
instance, Atlas’ pronq>t action prevented pa firom receiving any payments 
for its customers' Iwig-distance calls. 

By February 1998, Atlas was serving less than 20 percent of the original 
200,000. pa customers that had been successfully placed on Sprint’s 
network. This sharp dn^ in the customer base occurred, according to an 
Atlas representiUive, largely because pq had initiaUy slammed the 
custtxners. On the basis of the 1996 suit in Pennsylvania, Atlas obtained a 
$19million judgment against the Fletcher-controUed pa because, 
according to the court, pa 

fraudulently obtained customers to switch their kmg-distance telephorte 
service to Atlas' network; 

identified customers to Atlas, for Atlas’ placement cm its network, in states 
within which pa was not certificated as a long-distance service provider; 
failed to supply customer service to those customers it had caused Atlas to 
place <xi its network; and 

failed to suf^ly customers, Atlas, or regulatory agencies with those 
customers' loas upon request 

Further, in August 1997, the Florida Public Service Commission fined the 
Fletcher-controUed pa $860,000 for slamming, failing to respond to 
commission incjuities, and misusing its certificate to provide 
telecommunications service in Florida. Ihis fine was in addition to the 
commiaaon’s Mardr 1997 canceUatkm of pa’s certificate. According to a 
statement by the chairman of the commission, pa accounted for over 400 
of the nearly 2,400 slamming complaints received by the commission in 
1996. Hus was the largest number of complaints lodged by the commission 
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MEMBERSHIP LIAISONS 
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VIA; 


RE; 


JOHN NEUMANN, InveatigatolA^ 

KIRK WALDER, Investigator 
Permanent Subcommittee on Investigatioirs 

TIMOTHY J. SHEA, Chief Counsel/Staff ' 

Permanent Subcommittee on Investigations 

TFT .F.PHONR SLAMMING II 


I. Introduction 

Over the last several years, the number of incidents of telephone “slammii^” - the 
unauthorized switching of a consumer’s long distance telephone service provider • have gone up 
significantly. The FCC received over 20,000 comptaints firom consumers about slamming in 1997, 
a 25 percent increase over the number of slamming complaints received in 1 996. These numbw 
probably represent only the tip of the iceberg, since most consumers do not report slamming 
complaints to the FCC and since there is no central repository for slamming statistics. In Maine, the 
local telephone carrier reported a 100 percent increase in slamming complaints from 1996 to 1997. 
It is clear fiom the increase in the number of slamming incidents each year that the problem is 
getting worse, and that the Federal Commumcations Commission (FCC) has not done enough to 
prevent slamming or to enforce regulations against those carriers that repeatedly engage in 
slamming. 

PSI will hold a second bearing on slamming on April 23, 1998, to (1) identify the types of 
entities, both individuals and companies, who are responsible for slamming violations, (2) determine 
how these entities slam consumers, (3) assess the adequacy of FCC efforts to control the slamming 
problem, and (4) identify legislative and regulatory solutions to the problem of slamming. _ 


II. Previous Slamming Hea ring in Portland. Maine 

The first hearing on telephone slamming, held in Portland, Maine on February 18, 1998, 
focused on (1) the extent of the slamming problem in Maine and across the country, and (2) the 
effect of slamming on individual consumers and small businesses. The hearing provided an 
opportunity for consumers to testify about the fHoblems they experienced with tel^dione slamming. 
At the hearing, Maine slamming victims explained how some long distance compames used 
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prac^ces to dluDge thek teiq^ne sorice. Witn^» used vrards such as ^^^ealisg,” 
**cn!niiia!,” aad 'Ixcak-is*' to desoibe pcactices employed by imscnpdous telephone oimpanies to 
pick up customets and boost profits. 

‘ One witness, P8tBdaC(»rig8fifit»n West FanxiiDgb»i,h)Nne, testified thid^ was salt an 
unsolicited ^^welconie package** in the mail, which looked like the stacks of junk maU that we receive 
every day. However, this “junk mail** was not v^iat it appeared to be. This “welcome padc^e” 
at&xsadcaUy agsed h^ iqi for a new Ick% di^ance service usl^ dK r^imed a <»id rgectiBg tito 
change. She was amazed and iq^palled thid it was possible for a €<Mn|Nuiy to change ho- long 
distance service simply because she did not respond that she did noli want their service. 

Anodier wtaes^ Susui Dd^is from Winding Maine, testified diat when she was slffisir^. 
her children were unable to use the 800 nmnber she had for than to call home in case of an 
onogency. 

The hearing also illustratod how slamming not only affects Emilies but also small husine^^s 
and communities. For exan^le, Steve Klein, dto owner of Mermaid Tian^rtadon Con^iany in 
Pf^dand, h&ine, te^ed that his business pbcme lines, which are cridcai to lus li veUhood, woe tied 
up for four days when he was slammed by a long-distance telei^ne reseller which falsely 
represented itself as AT&T. Simitariy, Ms. Corrigan, who is the town manager of Farmington, 
Mmne, rqxnted that the town's phone lines were also slammed. It became clear from hearing 
testimonies that no one is immune from this illegal activity. 

At die February freld heaiii^ FCC Commissioner Susan Ness also testified about die FCC's 
effects to MHitzdl slamming. The Commissitmer acknowledged that the FCC really does not know 
how many of the 50 million carrier selection changes each year result in. slamming, since many 
slammed consumers resolve the problem without tuinging it to the FCC. However, the 
Conunissi(»Mr did conservatively estimate th^ if just one percent of the carrier dianges made each 
year are the result of unauthorized changes in service, over 500,000 households are slammed each 
year. 

Tlte hetfiz^ also made it clear that the FCC must stqi up its enforcement efforts against 
slammers. Senator Collirts pointed out to the FCC that the states are much more aggressive dian die 
FCC in taking enforcement actions against slamznos. For example, Florida fined one slammer, 
Minimtan hicii^ (the ctm^iany diet slammed PS! witness Pamda Conigan), $500,000, while 
the FCC fined the same company only $80,000. The FCC Commissioner agreed that such a small 
fine mii^ be considered by the company as just the cost of doing business, rather than a real 
d^apent to staroining. In addition, die Cominisstonet i^reed that the FCC could inemse its 
en fo rcement against siainmcts and that estaUishing criminal penalties for stamming would help to 
reduce the problem. 
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m. OAO Remiga nn Slamming 

Onteuaiy6, 1998, PSI requested that GAO’s Office of$pecialIiivntigatioiis(OSI) assist 
flic sBbaanniiBee to detenaiaeviduA entities (Be e ng ag in g in sla nmin g and d>e;gio<x8S they use to 
do so. Specifically, GAO agreed to (1) idendiy the types of entities that engage in slamming 
violations, (2) detennine dw process by ^ch such entities are aUe to defiand consumers, and (3) 
i^nlify vdird actioo toe FCC raid slate r^ulabny agencies have tdroi a^nnst amqnoies that have 
engaged in slamming. Inaddition, GAO will presentacasestudyofalongdislancesavicepnivider 
who employed slamming as a staiidaid busioess practice. GAO investigatms advised PSI staffi that 
they will be prepaed to te^ifr about the findings of their slamming inve^i^tioa at the April 23id 
hearing. 


rv. What Entities or Companies Are Responsible for Slammiag lncidHB82 

All three types nf long distance providers - (acilitiea-b a!>ed carriers, switching reselleis. and 
■avitijileci resellers are responsible for fire slammina problem in this country.' Many I(»% dirdance 
companies, including die tnqor &cilities-based carriers like AT&T. MQ. arid Sprint, have slammed 
consumers. The FCC issues an annual Common Carrier Scorecard, which provides information on 
consumer complaints, including slammin g complaints. The most recent scorecard was isroed in 
Decendrer 1997, and it shows the complaint ratios - slamming complaints per million dollars of 
revenue - for the long distarKc companies served with more than 1 00 s l amming com p lai nt s in 1996. 
The four largest long distance corrtpanies, AT&T, MCI, Sprint, ruid WorldCom, bad the lowest 
cmnplairU ratios, ranging from .05 to .12. Virtually all ofthecoirqranies with the higher complaint 
ratios were classified as resellers by the FCC. The FCC believes that the overvdielining majority 
of “intentional’’ slamming is done by resellers, rather than by the large fricilities-based carriers. 
Unofficial analysis of the 20,000 slamming complaints received by the FCC in 1997 shorn that 
seven of the ten carriers with the largest number of complaints are resellers. Also, the carriers with 
the highest complaint ratios in 1997- are all resellers. Although AT&T, MCI, and Sprint accounted 
for about 25 percent of the total number of complaints, when their revenue is frartored in, their 
complaint ratios are very low. After further FCC investigation, many of the 1997 complaints 
against the mrijor facilities-based carriers are likely to be actually caused by resellers that operate on 
the major carriers' networks. 


’ Facilities-hased carriers, such as AT&T and Sprint, have eitlensive physical wpiipment 
including hard lines and switching stations necessary to take in and forward calls. Switefaipg 
resellm may have one or more switching stations, but purchase access to the lines of tile 
fiicrlities-based carriers to ’VeseH” long distance service to their subscribers. Swiadilem resellers 
have no equipment and purchase access to all of the necessary physical equipment to resell long 
distance service to their subscribers. 
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CurmUly, both &ciiitses-based carriers and resellers have an ea>nomic iocoitive to dam 
subscribers. Facilittes-based carriers have high fixed costs for ae^wodn equifasoit aod low costs for 
pioviduig service to addhioiud subsmbers. Adding more subscribers inoeases the carrier's profits. 
Howevor^ it should be noted fiiat fiiciliti^based carriers have a significant investment in their 
r^tetiems dec^ecuces the Ukdlhood that they would ddibo^iy slam ccHiaimeis. Most 
slamming cooq>laiiits against fiidlities-based earners are caused by unscnqMilous maiitotoig agents 
working for them or by usu^ marketing practices that lead to customer confiision. Reselkasmake 
a profit by s^ii^ 1 <h^ dhdance snvices at rates drat are hitter dian die fees resells pi^ to die 
fa^tics-based carriers for handling their subscribers* calls. Inord^togetcfisoountson accesstees 
enlarged by the fecUities-based carriers, resellers often have to promise a certain level of usage from 
thdrsubs^bers. Tberefore, it is critical to a reseller's profitability to maintain a certain subscriber 
level. Furthesnuxe, vriiile fru^ities-based carriers rely on dieir brand i^ne aod reptitirion, some 
unscrupulous resellers purposely use deceptive company names to make it more difficult for 
consumers to realize that a new ccxnpany is offering its long distance services. For exan^le, the 
offine of cme lesdiler, Lex^ Distance Savices (cxie of the Fletdier companies), can be coddfiiring to 
consumers lookmg at their bill, since it can j^)pea^ to be the header fr>r the list of the consumer's long 
distance calls ma^ rather than the name of a company. Another reseller uses die name. Home 
Omm Distance <xt HOLD", and reportedly slammed consumers by calling diesn to ask if they 

can put die consumer on HOLD.” When the consumer replies “yes,” the reseller uses diat as their 
audtorization for the carrier chaiige. 

In its evaluation of why die factlities-based carriers received slamming compiaii^ gainst 
them, the FCC found that certain [xactices ted to more slamming complaints. For example, MCI 
received numerous slamming complaints when it used outside telemarketers to recruit new 
ci^xners. These telemarketos woe paid by the number of customer orders they received, so diey 
had an incentive to fidsely claim a customer agreed to switch long distance services. Once MCI 
started using only in-house telemarketers, die number of slamming complaints against it immediately 
d«xeasecL Anotbo* fadlities-based carrier, AT&T, received nmnerous slamming con^iUttnts vdien 
it used prize booths at fairs arri mails to recruit new subscribers. Recendy, AT&T eliminated this 
market^ inethod becwise U realized that consumers were beiiig slarnrned. The FCC has generally 
been satisfied with the facilides-based carriers ImnMdiate refuses to slamming complaints and 
changes tb^ make to en«tre that the incidents decrease. 

According to FCC ofiScials, resellers had a du^xoportionate number of slamming complaints 
against them when emnpared to their revenue levels. Resellers with slamming cosqdaints against 
them often had used confusing or deceptive telemarketing practices or corobiiMtioo sweepstakes 
entiiesAetters of authorization diat resulted in slamming consumers. The most ^regious slamming 
offenders, according to the FCC, have been resellers. For example, the Tletcher Compara^” 
engaged in many different decqidve practices to slam subscribers, and dien refiised to re^iond to 
complaints filed against them with the FCC. 

pid^ service Gcxmnissioa and attorneys general also identified rescdleis » coi^bidhig 
a disproportionate number of slamming complaints from subscribers. In a GAO survey of slates 



270 


-s- 

(» wUch ^pes of mttlies raigaged in slanming, about 73 itemM of the states ideoiifieil leseliets 
as the cause of the majority of slamming incidents. In action, states have taken mote actions 
against leselleis for slamming, than against fecilities-based cairieix (See section Vn, infia.) 

Ixpg distance service provident have also blamed cxriain unscngmkHB teseltes fin die bi^ 
of the intentional slamming incidents. For example, AT&T recently issued a aero tolerance policy 
against slamming that includes monitoring its resellers’ marketing practices to ecoorefliattl^ are 
not misrqnesentinglfagtHelves as AT&T md charging resellers fa die coat ofhandlingeaidi valid 
slamming complaint the resellers causes. AT&T is taking legal actioo against one lesdler of its long 
distance services, Busmess Discount Plan,^ due to subsoiber complaints diat Business Discount Plan 
slammed diem 1^ misrquesendng themselves as AT&T. 

Even a resellers association has admitted that unscntpulous resellers have contributed to a 
significant number of slamming complaints. Officials representing die Teiqdione Resellers 
Association (TRAX advised FSI investigators that certain fiaudulent lesellets have been lesponrible 
for giving resellers a bad name by willfully .sl amming subscribers as a matter of corrqiany policy. 
These reselleis often use deceptive telemarketing practices or misleading promotional materials that 
do not ckariyimScatediat a customer is autboriring a switch of their idtmiesravice. Infliecases 
where legitimate resellers have slamming complaints against them, TRA blames rogue agents that 
slam consumers to increase their commissions. TRA requires its members to pledge to a Code of 
Ethics that specifically prohibits slamming. The resellers dot TRA is aware of drat willfully 
engaged in slamming are either out of the business or have suffered severe financial setbacks. 


V. How Ate Comnanies Able to Engage in Slamming? 

Slamming occurs when a subscriber’s Primary Interexchange Carrier (PIC) is changed 
without his or her knowledge and consent- whether by facilities-based carriers, resellers, m' 
telemarketers acting on their behalf. It can occur through deceptive marketing practices such as 
getting subscribers to sign a misleading authorization form, by Msifying tape recordings to make 
it appear that the consumer had verbally agreed to the PIC change, or by poring as the subscriber’s 
currently authorized fianlities-based carrier. Unscrupulous carriers also will fiirge LOAs or even just 
pull subscribers’ numbers from a telephone book and submit them to the local exchange carrier for 
a PIC change. 

PIC Changes Done F,lectronicallv : S lamming is possible because the legitimate ways a 
subscriber’s PIC is changed can be easily manipulated by a fiaudulent telecommunications carrier. 
Both business and individual subscribers must elect a PIC, throt)^ their local exchange carrier 
(LEC), to provide their long distance service. Subscribers can voluntarily change theit PIC by 


’Business Discount Plan is the company that slarruned Mermaid Tran^xutation 
Company, the small business owned by PSI witness Steve Kleia 
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contacting tiieir LEC to request a diange or a long distance company can initiate a PIC diange after 
ftcec«ves«idKm 22 tfkxifi?(^ftiesubscT&^ The usuaUy receives ^ etectronic tape from Uie 
ksQg dfisteocecoiiqjm!^ and aittoi^tiiciEtiiy processes ftte subscribes’ PlCdtes^mibdialfoftbe 
kxig distance cairiers. The assuines tl:^ the kng distance i»ovider has oonq^ed with all FCC 
r^ulalloiis in obtaining auftiorizatioD fix a PIC chai^. KfrmyieseUeiabanteanangements wiftiftte 
&diities-baaed carieR ftiad tfa^ purchase usage te dte PIC diaages te ftte 1^ on ^ 

leseUenbdialf. In these anangements, the fr^Uities-based carriers leqime dieir resdkrs to verify 
that their su b scribers* PIC changes are made in accordance wMiFCCregulatiops, hot the facilitks- 
based carriess are not required to polke those resellers to raalce sine th^ diey are in compliance. 

Gamer IdentificationCodes (glQ Allow Slamming Despite FlC Freeze : Evgy tot distmee 
oorier has a toree di^t carrier identificatiim code (CIC) that allows the LECs to identify diem for 
lalliagandFfCdtei^s. Etowever.mai^ resellers do not have a t&nqueOC, Instead uss^ die CIC 
of die fiiciiities-based carrier vriiose network diey use. When the LEC places a PIC freeze on a 
subscriber’s long distance chcMce, it freezes h by die CIC. This allows a reseller for a fiteifides-based 
carrier to shun a sut»criber who is cunendy using diat &d!iti»-lMised canw Ibr d^ance 
services, even if the subscriber had a PIC freeze in place. For example, if a subscriber bas AT&T 
as dieir PIC, and diey have a PIC freeze on thrir long distance service, a leseller of AT&T long 
distance SOTces can slam the coofiimerifdie reseller uses AT&T’s CIC. Part oftoe problem with 
the OC system is the shottage of three digit ClCs since the number of long d^tance cooqianies iuui 
increased signtficandy in the last several years. The FCC is in the process ofehanging to a four digit 
OC system, vriiich will signifreandy increase the manber of CICs avail^le. The FCC is woridng 
widi the LECs to determine how to improve the process of tracking all tong distaitee carrtess, 
indudting resellers. 

py V ^freariop Procedures ! The FCC requires loog distance emnpantes to use one of four 
cufrendy qiproved alternatives to voify a subscribers authorization fi>r a PIC change: 

1) Obtain a written auidKMizatiofi, or letter of agency (“LOA”), from die s^iscribcr; 

2) Receive confinnationfiYmi the subscriber via a toll-free number provided by the 
company; 

3) Use an independent diird patty to obtain vmifreation from tbe subscriber, or 

4) Send a *VdcrMne package” to the subscriber, inoviding die subscriber die 
opporhmity to witb^w the request to change providers.’ 


’The ^Swelcome package” method of verification is likely to be eliminated by the FCC in 
its i^KXNning proposed rulemaking, or by Congress if the current slamming legislation is 
^^soved. 
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The FCC requires only the submitting carrier to obtain verification fiem the subscriber for 
PIC changes, and not the executing carrier. There is no requiranent that the submitting carho' 
present evidence of the subscriber's authorization to anyone before the change in long distance 
service is made. 

Current Billing Practice s Provide Up-Front Payments to Carriers : The current billing 
practi^ in the telecommunications industry allow long distance carriers to obtain a substantial 
percoitage of die value of tiieir customer's telephone usage in advance of customers piling for titrir 
service. Carriers need to maintain cash flow and customer usage data is considoed a valuable 
commodity for \^ch carriers can obtain advance payments fiom LECs or billing companies. 

Typically, long distance carriers, including resellos, alter into agreements with LECs, for 
a fee, to bill customers for long distance service on their bdialf. As part of the agreement, the LEC 
will pay the long distance carrier upon submission of their charges for billing, bolding back between 
20 to 30 pocent for its billing fee, disa^qnncies, uncollectible accoimts, etc. Long distance carriers, 
can also enter into billing arrangemaits with a billing company (su^ as US Billing or Integretel), 
that, for a fee, acts as a middleman between the carrier and t^ various LECs that have responsibility 
for the states tiiat the carrier has customers itt lliis is to avoid the carrier having to maintflin 
separate agreements with each of the LECs. Often, as part ofthe^reement, the bilUng company 
will pay the long distaiKe carrier vpon receipt of the data of subscriber phone usage, also holding 
back a percent^e for foe billing fee, uncollectible accounts, and billing disoepancies. The billing 
company will foen send out bills to the subscribers on behalf of the carrier. When customers remit 
their payments to the billing company, the carrier owes to or receives fiom the billing company any 
difference between the advance payment and the amount collected fiom the subscribers. The 
advance payments are particularly important to resellos, since they need to pay the fiteilities-based 
carriers for usage of the telephone lines and equiixnent. 

FCC officials advised PSI investigators that telecommunications industry billing practices 
may have fecilitated the delivery of tong distance service when there were only a few large long 
distance companies in the market, but that these practices may need to be reviewed now that the 
number of providers has grown. However, one FCC oflQcial advised PSI investigators that he does 
not believe that enacting billing regulations is politically feasible considering the FCC’s current 
efforts, at Congress’ direction, to deregulate the telecommunications market In addition, foe FCC 
shares jurisdiction with the Fedoal Trade Commission (FTC) ova lulling, rince many of foe parties 
that bill through telephone bills or are involved in lulling process (such as billing companies used 
by many smalla long distance conqumies) are not "carriers.” The FCC only has jimsdiction ova 
common c ar riers • local and long distance telephone providers. The FTC has primary jurisdiction 
ova billing jxactices in goioal. 

TriemminunicgtiniM Pmvjderg Can Fasilv Fjiter foe Maikel: The FCC'S fOCUS OO increasing 
cooq)etition and malting it easy fiu new compnies to enter into foe telecommunications matke^lace 
has also allowed unscnqHilous actors to become long distance carriers. At foe directkui of Congress, 
the FCC has adopted a "laissez faire” approach in orda to increase competition and reduce 
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■dmiiitibalive bonfens fiir Idecominunharinm cwien. To obtain an FCX: license to be a 
pravider, a com p a n y nnist only pay a fee and file a tariff- a public s t a t e m e n t 
of services, lates, and chaises- with tbeFCC The FCX: issues a license based on the earner’s 
asseifion tta it has provided the necessaqr mfinmmiao and fees. The FCX: does not check the 
i-ft»m.»ti»ii.rti«.|Hili««li«»itn«iMmielliwili.«<v!ni»te<iriv»ii[ilete,andilneSBOtpeifermaiiy 
h»*gin.»iH civirir«<iniiiitpiiiif!ipek«fitie«nM| wi iys|i]<lyiTiglnriheBiienie. FCC Co mm i s si oner 
Ness, in a leeponse to Senator CoUins* question at file Maine slamming hearing about the Fee’s 
lieenshig process, advised that the FCC has no individual licensiag process for long distance 
companies, and fiiatainliiicity is gnafied pursuant to a ’hlsnlietanlfaorizatioiL’’ After a long distance 
earner receives a liceoae, the FCC lequha it to file aimual leports on oo m m imi cati o ns related 
revenue, at well at the name of a designated agent fer service of FCC notices and Ofders. However, 
only if the FCC receives complaints agamst a carrier, will the FCC check to see if they are in 
ccmplianoewifii filing requirementa This approach assumes that all earrieis are trustworthy unless 
they prove otherwise. 

Some states also have their own certification requirements for teleconununicafions carriers, 
but these vary greatly fiom stale to state. Some states will provide a license to any carrier that pays 
a fee, while others v^ require docunentatian about the carrier’s finencial, technical and manageriri 
abililies to provide teiecammunicalions services. For example, befiire issuing a license, Delaware 
req u ires firm carriers show they have the financial, technical, or managerial meips to provide service. 
In addition, if a reseller does not have at least $250,000 in assets, then it is requited to obtain a 
$10,000 bond with a Ddaware surety. Many stales will issue licenses as long as the carrier has an 
FCC license, believing that the FCC has already determined that the company is capable of being 
a long distance service pravider. Idaho, for example, sunilar to FCC requirements, only requires 
carriers to file a tariffand does not approve individual applications before issuing licenses. Maine 
will license a long company to offer service provided it files a tariff and a certificate of 

convenience and public necessity with the Maine Public Utilities Commission. 

GAO investigatois were able to test the FCC licensing process by filing a tariff for “PSl 
Communications,’’ a fictitious company. Using the FCC’s instructions and sample tariff, the 
investigatois submitted fidse information in the application, including the phone number fiom the 
sample tariff, and used a post office box as fire company’s address. In addition, the investigators 
subinitled a blank computer disk that was siqiposed to contain the tariff of rates to be charged by PSl 
Ccmmunkalioiis and &led to submit the requited $600 filing fee. Nevertheless, within a few days. 
PSI Communications was listed by the FCC on the Internet as a licensed long distance carrier. With 
this licerrse, PSI Coirrmunicatioas is now rrble to contract with a facilrties-based carrier and resell 
long distance service to srrbscribers. Notwithstanding the belief by some that the FCC shordd not 
be in the business of conducting investigatioiis and background checks on those companies qrplying 
to be long distance service providers, in this case, the FCC did not even perfixm the most basic duty 
of enforcing its current r^ulations. The FCC did not check to determine if the paperwork was 
properly compleled, and it did not collect the required fee. Yet, PSI Communications is now listed 
by the FCC as a licensed long distance service provider. 
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VI. 


As part of their mvesttgalion, GAO iavestigatots developed a case study of an individual, 
Daniel Flrtdier, who qiented several long dbtance companies wfaich iqieatedly slammed 
subscribers as a standard business practice. The case study is limited to Fletcher’s activities as a 
long distance reseller from 1993 to 1996. During that time, frte Fletcher cmnpanies^ i^ipatently 
slammed diousands of su b sc r ibers, some Ifluly more than once, and billed his curtomers more dian 
$20 millKMi in l<mg distance charges. 

Fletcher’s Early Involvement in the Tele;Aone Industry : Fletcher m^ have begun working 
indie telephone industry as early as 19$7>92, when he was about 19 years of age, by offering pre- 
paid calling card services. Ifis company. Church Discount Group, used ATAT retail services to 
offer calling cards to subsoibers. ATAT records indicato diat Fletcher m^ still owe diem about 
$5,000 frn* diose sovices. There is no evidence of customer complaints against Fletdier from this 
business arrangonent 

Fletcher’s Activities as a Reseller of Long Distance Telephone Service: Fletcher began 
reselling long distance services in August 1993. It was at that time dial Fletclm, operating as 
Christian Onirdi Networic, mtered into a contract with Sprint and US Billing, Inc. (also known as 
Billing Concepts) to resell Sprint long distance services to subsoibers. US Billii^ acted as die 
billing and collection agent for Christian Church Network through the LECs. Unda* this 
arrangement. Sprint provided US Billing with the call usage of Fletcher’s subscribers, ^^ch US 
Billing sent to the LECs. The LECs then billed their subscribers and sent payments back to US 
Billing. Initially, US Billing paid Sprint fcM* telephone usage by Christian Church Netwoiic’s 
customers, but in July 1994, Christian Church Network began paying Sprint directly for its phone 
usage. Also as part of these arrangements, Fletcher’s company received advances on the cost of the 
calls charged to his customers from US Billing. According to US Billing reomls, Fletdier submitted 
over $12 million in bills for long distance usage to his customers. Fletcher may have not slammed 
many of his customers during the early portion of his Sprint dealings, but as his customer base 
increased during early 1996, he probably began slamming. 

In October 1994, Fletcher, operating as Long Distance Services, liK., entered into an 
agreement to purchase !ong distance usage from AT&T for resale to his customers. Flrtcher’s 
agreement wito AT&T allowed him to handle his own billing and collections, which he probably 


^The Fletcher companies are eight long distance resellers identified by the FCC as being 
owned and operated by Daniel Fletcher, iiKluding CCN, Inc; Church Discount Grovel, Inc.; 
Discount Calling Card, Inc.; E)onation Long Distance, Inc.; Long Distance Services, Inc.; 
Monthly Discounts, Inc.; Monthly Phone Services, Inc.; and Phone Calls, Inc. 
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contracted out to another company.^ The agreement required Long Distance Services to purdbase 
a mmimiim of $300,000 of long distance services annually fr<Mn AT&T. AT&T records show diat 
Fletcher was billed about $2.7 million for AT&T network usage and paid them about $1 million. 
Adding in penalties inqtosed by AT&T for Fletcher* s Mure to meet his 3 year commitmeiit to them, 
Fletcher currently owes AT&T about $2 miflioa. Fletcher ptaceA over 130,000 orders with AT&T, 
ahhftu gh some may have been rejected or later left his cmnpaoy due to s l a mmin g. Coneqxmdence 
from Fletcher to AT&T in April 1996 indicate that his company was seeking to place over 540,000 
subsoibers with AT&T. 

By mid-1 9%, Fletcher's relationships wifo Sprint, AT&T and US Billing begin to deteriorate 
due to glammiTig complaints aoA imiqMiyment for telqtbone network usage. Betweoi January and 
y^xil 1 996, Fletd)ertq)paraitlysu^)ped paying Sprint fmnetweak usage, causing Sprint to tominate 
its business relationship vridi Fleldier in September 1996. US Billing also te m i n a t ed its 
relationshq) wifo Fletcher in September 1996, after receiving a large number of sl a mm i n g co mp lai nts 
from Fletcher’s subscribers. In April 1 996, AT&T representatives started to question Fletcher about 

foe dramatic increase in his subscriber base and whether he was following FCX r^iulations on {K<(^)er 

subscriber verific^ation for PIC changes. In an i^uil 9, 1996 l^to* to FleUfoer, an AT&T 
r e pr e s entative wrote, after receiving a Large volume of PIC change rnders from Fleldier, that “...we 
are concerned regarding vfoefoer or not (xoper authorization as required by foe FCC’s rules for 
rhanging an end-uscr’s primary interexchaoge carri^ were followed with respect to these orders.” 
In another letter to Fletcher on A|uil 16, 1996, an AT&T representative stated that Fletcher’s LOAs 
submitted to AT&T for proof of verification for PIC changes “a;q)ear to violate the FCC rule that 
the LOA not be combined with any sort of commercial inducement. .does t>ot cleariy inform the 
subscriber that it is authorizing a change in its primary interexchange carrier aiKl does not clearly 
identify the carrier to whidi foe switch is bei^ made.” However, AT&T did not te rminate its 
relationship with Fletcher until October 1996 (several memths later), and only after he became 
soiously delinquent in his payments to AT&T for teleifooDC netwmk usage. By foe time Fletcher’s 
business relationships were terminated, he owed about $SS6,000 to US Billing, $547,000 to S{»int, 
and $2 million to AT&T. To date, Fletcher has never paid these companies for the outstanding 
amounts. 

la nud-1996, Fletcher, operating as Fhooe Calls, Inc., also entered into a contract with Atlas 
Conununications, Iitc., a reseller of Sprint long distance services. Under this agreement. Phone 
Calls, IiK. purdiased netwink usage firm Atlas ^ resale to its subscribers. In July 1996, Fletcher 
provided an electronic tape of 544,000 subscribers to Atlas. Atlas forwarded this tape to Sprint for 
ifocemrat on Sprint’s telqfooae network. Howewr, only about 200,000 ofthc subscribers woe aWe 
to be switched to foe new network. This was due to eifoer PIC freezes foal were on subscribers 


^AT&T was not given that infomutioa by Fletcher, since they were not involved in 
billing for his oon^wiy «id did not have any leason to ask him. GAO investigators have some 
information that indicates that US Billing, Roy Giles, and possibly Integretel provided the bUUng 
services for this Fletcher company. 
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telefhaneiMmha-sQrtfaetdqrfKMiciiumbewdidiMtea^ As a result. Atlas taminated its coDtzact 
lutar learned that an imusuaJly high petceaSage (about 30 pc f cca rt ofPbme Calls, 
Inc. subscribers coaq)lained that they were slammed Due to hs prompt action. Atlas prevented 
Phone Calls, Inc fiom receiving any payments for Hs* customers, king distance calls. Atlas 
subsequently filed suit i^ainst Phone Calls, Inc. to be allowed to keq> serving Fletcher’s customers 
that were |daced on Spruit’s networic. According to Atlas offidals, by Fduuary 1998, Atlas was 
providing long distance service fin* less dian 20 percent of the original 200,000 Fletcher customos 
placed (m Sprint’s network. 

How Fletcher “WmkecT the System . The foUowing is a brie^ stq>.by-step, description of 
how Fletcher used die syston to his advaiUage to steal mUlimis of dollars from customers, long 
Hi«hmrg setvice providers, and Mlling companies. Both the current r^ulatory sc he m e and maricet 
structure allow con artists like Fletcher to operate with impunity in die loi^ distance telq^ne 
industry. The foUowing are the stq» Fletcher tocA to steal millions udiile operating as a switchless 
reseller of long distance services fiom ATAT. 

1. Fletdm obtained names and telephone numbos of consumers, often using 
deceptive means such as sweepstakes entries. 

2. Fletcher submitted those names and numbers to ATAT. 

3. AT&T submitted those names and numben to local exchange carriers (LEC) f(u 
chai^ in long distance service. 

4. The LECs switched the long distance provider for consumers, who were then 
officially **slammed”. 

5. Customers’ |dione calls were then made through the “new” long distance 
provider, FleUdier’s company. CusdMner had no knowledge yet that provider had 
been switched. 

6. New undeiiyii^ carrier (AT&T) tracked Fletcher customers’ Itmg distance calls 
and produced an electronic tqie of customer usage data (Le., billing infonnatiem). 

7. AT&T subiiutted custonaer usage data (billing information) to Fletcher. 

8. Fletcher submitted customer usage data (billing information) to the billing 
company (USBiUing). 

9. The billing company converted customer usage data to long distance customer 
telei^Mne bills, at Fletcher’s rates. 
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10. The billing company, before collecting any money from the customers, paid 
Fletcher 70 percent of the customers billing (forward frinding). 

11. At the same time, the billing company sent custonm* billing data to LECs. 

12. The LECs billed customers for long distance service. 

13. Customers frrst noticed diat their long distance provido’ was chained vdien they 
rccttved foeir bills, sevoal weeks afr^ Fletcher was paid 70 percoit of the billing 
for that month. 

Fletdier and crooks like him can steal in a system like this in two ways. First, they can steal 
by slamming cnnsiimers but Still providing long distance services. In effect they are stealing 
customers and making jnofits from those customers. The rates of the sla mm i n g con^Miny may or 
may not be hi gher than the customer’s authtnized carrier, but they still are operating in violation of 
FCC rules. Second, as Fletcher did in a few cases, these unscrupulous carriers steal not only by 
c lamming customo^ but by taking the 70 percent in forward frinding provided by the billing 
companies and disappearing. They run a traditional ‘^boiler room” operation by creating several 
different companies, and simply shutting diem down i^ien the FCC, the states or the legitimate 
companies tiy to take action against them for slamming consumo^ or fmling to pay for usage fees. 

F.nfofc«nent Actions Against Fletcher : The FCC first began receiving slamming complaints 
against Flefoher’s companies in 1993. As is standard FCC practice, the complaints were forwarded 
to die a pp ropriate company with an official notice requesting a response to the FCC. According to 
the FCC, the Fletcher companies failed to reqxxid to the vast miyority of notices issued to them from 
1993 to 1996. In the few instances in which the Fletcher companies filed responses, the responses 
foiled to satisfy die complaints. Notices issued and sent to Fletdier fiom June 1996 and later were 
returned to the FCC by the U.S. Postal Service marked “unclaimed,” “moved,” or “refused.” Further 
invesdgadon by the FCC determined that only two of Fletcher’s companies, Discount Calling Card 
and Hione Calls, lac., had taiiffo on file, as required by the FCC as a precondition to being licensed. 
The other companies operated without any tariff or license from the FCC. In addition, none of the 
Fletcher companies filed annual reports or the names of designated agents, as required by the FCC. 
The addresses diat the FCC had on file for the Fletcher companies were all mail box drops that 
Fletcher no longer used. 

tV nimwmiw !»ll^tnmiT ^g mmp Uintg against Fletcher’s companies from about 1993 to 
1996, die FCC did not take a^ aetkm against him until mid'1997, when it issued a for^ture notice 
against Long Distance Sovices, Inc. for S80,000. In addition, the FCC issued an “Order to Show 
Cause and Notice of Opportunity for Hearing” to propose that the operating authority of the Fletcher 
conqianies be revoked ^ slamming and other violations. However, as of April 1998, this order 

has not yet been finaliacd, ta part because the FCC was unable to locate Firidier to answM' to 
the charges in a hearing Consequendy, Fletcher, using a dififeicnt company name, can legally and 
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with viitually no chance of being <letected, a|^ly for and secure an FCC license to provide loi^ 
dishmce snvice. 

A number of states have taken enforcement actun against the Fletdier consumes. For 
exanpk, in 19% and 199?, Ahdxusa, Hew Y<»k, nfiaots, and Saudi Caecum levdced l%oiie Calls, 
Inc/s state t^ecommunicBtUms licenses, due to slamming and other cooqrilaints. In addition, in 
August 1997, die FkaidaPubUc Service Coomussioo fined Phone Calls, Inc. $860,000 for slamming 
viotatmns. This fine is sgoificaiitiy higher than the $^,000 poialty assessed by die FCC agamst 
one of Fletdier*s companks. 


Vn. EnforeeiBeat Aetlnns Against Sjamminy 

FCC : The FCC is responsible for investigating complaints of telephone sla mm i n g and has the 
audiwity to puni^ crenpaaies that violate existing attfi-slammit^ laws. Since 1994, die FCX^ has 
adopted regulations to protect consumers against slamming and has taken action against 17 
con^Kimes for slamming violations, including assessing $1.5 million in foifeituies and consent 
deoees mid $280,000 m pending fines. In addition, the FCC is pn^ioting to revtdre d» (^imatuig 
authority oftheFieldia' companies, ahhou^ that order has not been finalized as of this date. The 
FCC is also in the process of investigating anc8her 3 to 4 cmi^ianies for possible fines or levocaticm 
of tbdr <^)emtmg authority. 

The FCC wUt initiate a formal investigation of a carrier for slamming complaints if the FCC 
receives a large volume of c<»i 9 lamts, or if die com|damt involves an all^ation of forgery or other 
fiaudident activity by the carrier. Fii5t,dieFCC will usually ccmtact the cviier informally to rctpiesd 
that they come in to the FCC and eiqilam the reason for the slamming complaints against them. If 
the carrier does not satisfactorily eiqihun the slamming complaints or does not meet with the FCC 
at ail. die FCC can issue a **Notice of Appamit Liabliity for Focfeitise,*’ which {m^xises a fine 
{gainst the earner for the slamming violations. If the FCC does not have enough evidence to issue 
a forfeiture notice, then it can issue a public letter of admonitimi against die carrier, whidi puts the 
carrier on notice that its activities are under scrutiny by the FCC. 

When a earner gets a forfeiture notice, it usually comes in to eiqilain its actions. The carrier 
can thra enter iiuo a consent decree, wtiereby it voluntarily makes a peyment to the U.S. Treasury 
and lakes stq» to eliminate the practices that led fo the slamming conqiluiils against it (Tbecainer 
can enter into a consent decree even before getting a forfeiture notice, udva it comes in to the FCC 
informally to discuss dainniing complainb against it) If the carrier does not rater into a ccxisent 
deoee, the FCC can finalize the forfoitiire and issue a forfiature order, vdnefa fines die earner fix the 
slamming violations. If wamuded, the FCC can initiate revocatira proceedings by issuing a *^iow 
Cause Order.” Under such an order, the FCC asks the carrier to formally, in an administrative 
pFOceedii^ show cause as to vriiy the FCC should not itvbkt its audiority to offix long distance 
rervkes. The F<X has <mly issued one such order, against one of the Fletcfaa emr^nnies, Umg 
Distance Ser^ices, for slamming riolations. 
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Ctnreiit FCC guiddines recommend a for^ture of $40,000 for each **un 8 tilbori 2 !ed inversion 
of long distance ^ej^KHie service” The Commission and its staff retein diacaetiop to issue a higVr 
or lower fine fiian provided in the guidelines, or to issue no fine at all. The FCX^ has statutory 
authority to in^ose a maximum fine of $110,000 per slamming incident, or $1,100,000 for 
continuing violations. Based on file fines imposed the FCC to date, most of the fines a g«mgt 
carriers fi)r siaifimtng have bee n fin* $80,000 or less. Acccxding to FCC officials, fiii« is due to the 
limited authority delegated to the Common Cartier Bureau to assess fines above that amount Fines 
above $80,000, wdddi have been proposed gainst only two compmies, requiie file C<Miimissi<m*s 
l^^)tovai. It is easier for file Cmnniissioa to handle slamming enforcement actimis at fiie bureau 
le^ which accounts fin the fiut that most fines are $80,000 or less. In addition, the FCC does not 
have the resources to compHely investigate every slamming offense, vriiich is requited befine fiiey 
can assess a fine i^ainst a carrier. As a result, th^ will choose (me cv two of the best cases a^dnst 
the carrier to investigate fully to use to s up port ^ fines. 

FCC Commissioner Ness, in a realise to a question asked by Senator Collins at the Maine 
slamming hearii^ advised that the FCC has not requested addhioDal funds or staff to qiecifically 
deal with damming complaints. However, the FCC has taken steps to reallocate existing resources 
to more fully investigate certain slamming complaints for possible enforcement action. 

filalK: While the FCC has brought several actions against telephone service providers for 
slamming violations, state officials have been more aggressive in pursuing violators. In addit ion to 
the actions taken against the Fletcher companies (see section VI. supra), states have taken numerous 
acti<ms against companies fiiat engage in slamming. For example, file California Public Utility 
CcMiunission fined a c om pany $2 million in 1997, and ordered it to refund anofiier $2 million to its 
subscribers, after 56,000 slairuning conqilaints were filed a gains t it In Fd)niaiy 1998, the Florida 
Public Service Ounmission prc^xised a $500,000 fine a gainsr Minimian Rate P ricing * fix' slamming 
subscribos (vdiile the FCC proposed a fine against the same company cmly $80,000). In addition, 
both New Jersey and Te n nessee are takii^ actions against this sam e company for slamming. PuUic 
ofScids ftcMn at least 12 states have pursued litigation or other enforcement action against slammers. 
Considering the growing number of slamming complaints, the FCC has not done enough to take 
action against conqnnies that engage in slamming. 


Vlll. legislative and Regulatory Propo.sala to FJiminatc Slamming 

A. T.gyiglfiw> Responses to Slamminy ! Despite current laws and regulations that prohibit 
slamming, this practice continues to be used by long distance carriers against unwitting consumers. 
In foct, sl ammin g conqrfaints have increased dramatically in the past few years, de^te FCC efforts 
to control the problem. Several bills were introduced in Congress during the lak session which 
would inqxise greater fines and penalties on con^ianies that violate anti-slamming regulations, and 


‘Minimum Rate Pricing slammed PSI witness Pamela Corrigan. 
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allow consumers, or state Attorneys General on behalf of consumers, to sue such comparues in state 
or federal court, among other things. 

B. Frr Regulations ! The FCC IS in the process of issuing revised its regulations to further 
protect consumes against slamming, including improvement of existing verification procedures and 
preventing unauthorized carriers fiom keeping any revenue obtained through slamming. In July 
1997, the FCC issued a notice about the proposals and received public comments. The 
commissioners have not yet decided on vriiat changes will be made. The commissioners are 
expected to issue the new order by mid- 1 998. Tl^ FCC stafThas recommended a number of changes 
to the commissioners, including the following: 

1 . Require the slamming carrier to pay the authorized carrier for any telqihone services paid 
by the slammed subscriber. Currently, the authorized carriers can seek paymrat from the 
slamming carrier, but they have not availed themselves of this option. (Carriers would 
probably only bother to seek payment from a slammer if they had lost significant 
business due to one company’s slamming practices. Under the current rules, the FCC 
recommends that carriers come to them to arbitrate with the slamming carrier before 
bringing legal action.) 

a. As part of the rule change, the FCC also is considering allowing the subscriber to ixit pay 
for long distance calls made with the slamming long distance carrier. This would take 
away the economic incentive to slam. However, this could also invite fraudulent 
slamming complaints from subscribers trying to avoid long distance charges. The FCC 
commissioners are not likely to adopt such a change, considering the sigmficant 
opposition from long distance carriers. 

b. Also related to this rule change is the proposal to require the slamming carrier to be 
responsible for reinstating any ivemiums that the subscriber would have earned with the 
authorized carrier, such as frequent flyer miles. The FCC is looking for ways to make 
the subscriber whole and is likely to adopt new rules that would include some type of 
reimbursement for such premiums. 

2. Drop the "welcome package” method of verifying a subscriber’s long distance carrier 
change. Currently, after a telemarketing call is made by the long distance carrier, the 
carrier can seikl out a welcome package to the subscriber to confirm the order. If the 
subscriber does not affimutttvely respond to the confirmatitMi, then that is an acceptable 
authorization to switch carriers, ^me carriers have fraudulently sent out welcome 
packages without having made the initial telemarketing call, knowing that most 
subscribers will assume that it is junk mail and not even open the package. The long 
distance carrier. Minimum Rate Pricing, Inc., has used this method to slam subscribers, 
including PSI witness Pamela COTrigan. 
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3. Require verification of carrier change requests even when the customer calls the long 
distance company directly to switch carriers. Currently, long distance companies are 
required to use one of the four accepted verification procedures only wdien the carrier 
calls the subscriber to ask if they would like to change long distance carriei^ (in a 
telemarketing call). 

4. Also require verification procedures be used when a subscriber requests a PIC freeze 
fiom its local exchange carrier. This would be to prevent anti-competitive practices as 
local companies enter the long distance market. 


IX. Witnesses for the Second Slamming Hearin 2 

Hearing witnesses and their testimony will include: 

The Director of GAO"s Office of Special Investigations. E^jav Bowren : The GAO witness will 
testify about the results of their slamming investigation. GAO will provide evidence that 
shows telephone resellers are responsible for a disproportionate number of slamming 
complaints. While all telecommunications carriers have had slamming complaints against 
them, resellers are more often involved in many of the more fraudulent slamming practices. 

GAO will also show that because of the FCC*s focus on telecommunications deregulation, 
there are no mechanisms in place to screen out fraudulent telecommunications providers from 
being allowed to enter the market. Even the minimum requirements that the FCC has in place 
to issue licenses are not enforced by the FCC until after complaints are lodged against a 
particular carrier. 

GAO will also testify about how easy it is to get an FCC license and get into the 
telecommunications business through their first-hand experience. GAO investigators filed a 
tariff with the FCC for a fictitious telecommunications company named ‘‘PSI 
Communications.*' Even tboi^ the GAO investigators did not provide all of the information 
required, within a day or so, PSI Communicarions received an FCC license and was officially 
authorized to be a telecommunications provider. Armed with the FCC license, GAO 
investigators contacted various facilities-based carriers, such as Si^t, MCI and AT&T, to see 
what requirements they would have to meet to become resellers for those carriers. Although 
the GAO investigators did not pursue this any further, they learned that as long as they signed 
an agreement to deliver a certain level of business, they could operate as resellers without 
meeting any additional requirements. 

GAO will also provide information on the ^orcement actions against slamming companies 
taken by the states as compared to those actions taken by the FCC. The GAO will testify that 
the states have been much more ^gressive in their pursuit of slammers than the FCC has been. 
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GAO will then present the case of Daniel Fletcher, an indyividual who operated as a 
tdecommunicatkms reseller under at kast 8 con^sany tnunes, repeatedly slamming 

thousands of consumers. By working with larger telephone resellers and billing agents, Mr. 
Fletdter was able to receive at least several million dollars in advance of billing his so-called 
custooKTS, most ofvdKnn tinned out to have been slammed 1^ die FktdierccHsp^es. When 
those resellers or billing agents became aware of the slamming complaints against one 
particular Fletch^ company, Mr. Fletcher disappeared and continued to do business under 
anodic of !us «>mpanies. 

Only after the FCC received numerous slamming complaints against the Fletcber companies, 
did it realized that Mr. Fletdier did not provide mfoimatkm required by FCC t^ulahons. Mr. 
f^etofaer had filed tariff, requiTed as a c<Hidition of obtaining an FCC Uceose, for only two of 
his companies. The FCC*s efforts to locate him were futile, since his business addresses were 
all mail box drops and the contact [^lone numbers provided in the FCC applications all led to 
ansv^i^ servk». As a result, die FCC has not been aide to collect die $80,000 fine it 
assessed {gainst one of the Fletcher companies. In June 1997, the FCC issued a proposed 
order to revoke the operating authority of the Fletcher companies, but has yet to finalize that 
order. Technically, under the law, Mr. Fletcher is still allowed to offer tdecommunications 
services. 


GAO will not have a “blue book” report ready by the time of our hearing on April 23rd, but 
iiustoad will {xeseiU the results of their slamming investigation through written te^imony. A 
GAO report wilt be published at a later date. 

prr rhairman Kennatd ! The FCC witness could testify about the FCC’s policiM and 
procedures for initiating enforcement actions against companies for slamming, what resources 
they have to investigate slamming all^ations, and why they have not initiated more 
mforc^ent actions against slammers. It is clear ftimi the numerous state actions taken against 
slammers, that the FCC Is not doing as much to punish slammers. The total amount of fines 
and voluntary payments collected by the FCC from carriers for slamming is less than $2 
million. One state assessed that muidi in its enforcement action againstjust one company. The 
FCC*s guidance on fines allows it to assess $40,000 per slamming violation; hoMWva, the FCC 
is only fully investigating one or two slamming incidents per forfeiture notice - resulting in 
average fines of $40,000 to $80,000 per carrier. These small ftnes can be seen as the cost of 
doing business to certain companies that earn millions of dollars in revenues ftom slamming 
consumers. 

The FCX^ witness could further testify about their aedems in die Fl^dier case, such as why the 
order against the Fletcher companies has not been finalized and why the FCC has not made a 
greater effort to locate Mr. Fletcher. While the FCC received a large number complaints about 
Fletcher’s companies in 1996, it first fined Fletcher in May 1997. When Fletcher did not 
re^xicid to FCC <mfers to re^nd to slamming complairrts, it propiraed revt^di^ the 
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auflxmtjrofFlelidKr’scoinjpaiiies. TlMonierwaspro|wsedminid-1997,but!isofMarch 1998 
has still not been finalized, in part because the FCC could not locate Fletcher. 

Also the FCC witness can discuss whtt FCC [aocedises or requiionents, if any, ate in pl»e 
to prevent unscrupulous carriers, such as Fletcher, fiom entering the telecommuniGations 
marketplace and engagiiig in slanuning. Even the FCC's minimal filingiequiiements for long 
distance CKrims are not enforced. Fraudulent canios can e«ly oMr the market, iasit% 
fictitious contact information in their plication and tariff, slam consumers, then evade 
enforcement The FCC may be too trustitrg of carriers in its efforts to deregulate the 
tdeconununications market 

JN/KW 

M:U«nSLAMMNaMEMOS«SACKGIU.tIA 
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auassAKY 

Bell Qperati ny Company; One of eight local telqibone service earners created by the court ordered 
Iseak of AT&T in ! 982. 

Billing A^t : A company th^ acts as an agent between the long distam^ canio' and the local 
exchange carrier to provide billing for long distance services. 

Canto I<toi&aticm Code fCIC - pronomced ^ck”l : FCC codes used to uientify 
telecommunications carriers. 

Holdtedc : Ihte percentage of a canier’s long distance billing that die local emrier or billing ^nt 
will “hold back” until it bills the subscriber, ^ts paid, and resolves any billing disputes or errors. 

Facilitks-based Carriers : Those companies that own telecommunicaltmis equipment to provide 
telephone service. 

F^tor : The mnount of a carrier's long distance billing that will be paid up hunt to die long distance 
provider by the local carrier or billing agent. (See Holdbacjc .^ 

InUaexchaige CairiCT tTXCl : A carrier that provides long distance teiephcaie service between local 
exelmges (i.c, AT&T, MCI, Sprint). 

InterLATA : Telecommunications between a point located in a local access and transport area 
(LATA) and a point located outside siKh an area. A LATA is geiterally defined by the FCC as a 
contiguous geo^aphic area established by a Bell operating company such that mi exchange area 
includes points within more than one metropoliten statistical area or state. The entire state of Maine 
is !ocat«t within a single LATA, althou^ not all states are. 

IntraLATA : Telecommunications between two points located within the same local access and 
transport area. 


y. A carrier that provito local telephone service to subscribers (i.e., 
cme of the Bell opiating companies). 


Letter of Agency fLOA) : The written authorization used in accordance with FCC regulations to 
verify a subscriber’s desire to switch carriers. 


Primary Interexchange Carrier (PIC) : The subscriber’s preferred long distance or interexchange 
carrier. 


PIC Freeze : A subscriber request made to the local exchange carrier to prevent any carrier changes 
widxiut specific notice from the subscriber. 
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Rfflrfkr TdN^IxmBaen^providmdtatbiiy aixess todieteIq]hociecqiupmem<^fadiities4)ased 
carrien and then “reseir to subscriben unda- the reseller’s own logo. There are two types; 
**switdie(r and “switchiess*’ie8elteis. 

Switching reflcIlCT!!: Those resellers that have their own telejdione switching equipment, but lease 
the use of telqjhone lines and other equipment fiom iacilities-based carriers. 

SwitrfiteBiresellcis: Those resellers that have no telejitoie equipment of their own and have to rely 
entirely mi jfacilities-hased cviiers to provide the telei^ne service. These type of resellers can 
become telq>hone service {m>vtders with little or no initial investtnent 

Third-Party VcrificatiQn„(TFV); The system of mdqsendently verifying subscriber approval to switch 
carriers by a neutral party to the transaction. 

# 
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Congressional Utcord 

PROCEEDINGS AND DEBATES OP THE 1 05 CONGRESS. SECOND SESSION 


Voi, 144 WASHINGTON. TUESDAY, MARCH 10, 1998 No. 24 


MS. OQ!AJ9iS (for Smelf sod 
I&.D0BB00: 

S. 1740. A Mil to amend UQe Conuna- 
nicafctons Act of 19M to Improre tli« 
protecUoss against the uaautlioitMd 
chaaga of aabooribers ixom tmfi tel»< 
c<mimnn!fiatlMMi carrier to aaotb^’, 
and otber porpoies; to the Committee 
on C!ommeroe. Sdence. and Transpor- 
tation. 



Ma omjjmm Mr. PnsMnt. todsjr I 
&m IntredoeiBC a UU to outall a 
ftandaloBt pncttoe known u tUm- 
mine— tts It— nthortad cluuiee of a 
cnatomtf^ tolopbeoe Mrrioa provldor. 
Toiophe— rtnnminr is a wMospread 
and srow la f irolilom. bi Malm, far ai- 
amirto. ***~~*nf oomplaJnCi to the 
local t a l ofiM wi o ocnpaar Incnaaod br 
lOOX ftoB IflSS to ISST. NaOOBwlde. 
riamralBg la aiao tbt oamlwr ana tola- 
jeona-fmlauid eomplalnl to ttw POC. 
WhUa the FOC rooalved a total of otara 
Oil oM alamoUns coeiplalnta la 
ISSn, a nfBlflcaat Ineraaaa over the 
pcerio— 7«ar. aatlmataa fren phone 
compantaa Indicated that aa inaar aa 
one ml nice paopta ware alammad Uat 
rear. 

toot tell, tha PannamBC Suhoommlt- 
t«e on twreatlsaUoBa. which t chair, 
undertook aa axtenalre inaeatlgatlM 
of tha ataminlBt preMcm. On Petamary 
ISth, I paired a field hearlnr on alam- 
mins la PorCland. Maine. Mr diatlB- 
CUlahed ooUeafwe. Senator Ricataan 
IHraBOf. Jatned me at the hearlas. and 
we heard fint-hand Crmn aaearal ooo- 
soatara abeot the problmna they axparl* 
enced with telephone atenonlas. 

At Uh SaheomoUttoa hearlns. Maine 
slammlBf vtettma eiplalned how aona 
leae-dlatanoa eompanlaa oaed fiandu* 
lent or deoepara pracuoaa to chaaga 
thMr fidhphcine aarrlca. Wibnawea —ad 
worda aneh — ••ateallns.** and **crfml> 
oal,” and "bteak-la*’ to daaerlha pra»' 
Uoes anplorad by wucmpolo— tela* 
phone oompaiilae to awiCch 
iBunapeettns c— tor—n aad boost prof* 
ita. 

One wttneaa. Pamela Corrifan fiom 
Weat Fhnnlnrtoti, Maine, teaUfied that 
ahe was sent an unsolicited "welcome 
peekaca** In the mail, which looked 
like the atacks of jonk mall that we re- 
c«l— ei ety 4Mr. Bownnr, this "junk 
mail*’ me net what it appeared to he. 
nua "vsteoim paduce” automati- 
cally aignad bar up for a new long die* 
canca Hrrtee unlesa aha ratuniad a 


Senate 


card rejaetlflg tha ehaaga. She «— 
and appalled that H was poa* 
alble for a oompany to ehaage her loop 
dlstanoa aenrloa simNy he— a aba did 
not roapODd that ahe did not want thalr 
aarvloa. 

Another witaaan. Snaan Dahlola fiom 
Wnthrop, Malm, teatlflad that whan 
ahe wae alarwned, her children were un- 
able to use the SOD Dumber aha bad for 
them to call hoc— in ease of aa amer- 
fancy. 

Slamafac not only affaeta temtllaa 
hot olao email b—l—rBaa and eommu- 
Bltlaa. For axampla. Staee Klein, the 
owner of Mermaid Tma^ortatlon 
Company in Porttaad, Mnlna, taetified 
th— hla tWiiilneaa pho— lines, which 
are onttcal to hla iieellhood. waie tied 
up for four days which ha w— alammad 
by a loag-^lMaaoe tolaph—a reeaUer 
which teiaMy r e p r eoan ted Itaelf aa 
ATteT. 

SlmlUrly. Ma. Coirlgan. who la tha 
town matugar of Fannlngton. Maine, 
reported that the town's phone Itnoa 
woe also alammad. Simply pat. Hr. 
PraMdent, — o— Is iminnm from this 
Illegal aotlrlty. 

Viottma of ilammlag are (r— tmted. 
They an angry. They ahonld not have 
to spend thalr Ume and energy raeolv- 
tng proUema that are not of (heir own 
making. People rely on their home and 
h— ineea CalephoM aervloo. aad they 
ahould be able to choe— their own 
loag-dlabaa— oompany witlwnt tear 
that their deeUdoo wlU be diaored 
without their ooBaant. 

IMIbarata atenuolag la like etoaltng 
and ahoold not ba tolerated. The PCC 
moat step up enforcemaat afterts to 
make aora that wdatliig lawa and ragn- 
Istto— are foUowed by tal^teoM com* 
panlaa, aad Oon g te — ranat act to 
strengthen to halt Chia per- 

nlcto— pmott— . 

Itee comprehe— i*e legtsletdoa that I 
am tatroduclDg today, along with my 
coUaag— So— tor DOBBOi. will attack 
Uw problem of alaininlag bom all 
aides. 

First, the bill gefie tough with those 
who engsga U deliberate eXammlng. It 
would locroase datl .penalttae and ee- 
tablleh — w criminal penalties fbr fn- 
tmUonal elammlng- SpeclflaaUy. ctrU 
peaeltlee would be tnec—eed to a mini- 
mum of MMOO for the first slamming 
offenaa aad sxn.eoo for a eubssqeent of- 


Saalt PmuMiil $,bcoim»mM 
kaMiniim 

amtr# « 


Grioalaal panalttoe would be eatdr- 
Uahed for iateaaonal alaaanlng. the 
aame aa theaa for any edteer federal 
crlma; a nuudmum of nw.<M and one 
year impriaonmant tor a nnladaroeaoof 
aad sStt,0W and fira yearn Impclaoa- 
ment for a C^my. hi addltloa. ai^one 
ooirrided of lateattonal ahunmiag will 
be diag— used bora beliig a tele- 
oominanioatlMia aerelce provider. The 
bill would also allow the states to 
Mag action la federal court agal— t 
alammera oa b^alf of Ite raaldenta, a 
proeialon ssOT*Med by Smator Bousm. 

Second. «nr lagiaUtioB iacraeaea ccra- 
anmer proteeUoa. It wonld glee control 
back to 4MBBQinera by taldug the finan- 
cial laoentlea away from companies 
that engage in atamming. Rather than 
paying the aUuamlng company. <»q- 
eucMn could pay thdr origlaal carrier 
at their preela— rate. It would further 
protect coneomers by elimi— ting the 
•o-ealJed ‘’welcome package” method 
of eerlfteatioa. a favorite tool of 
alammers, which ia ralsuaed and decep>- 
tive. 

‘Thiid. the bill stiooety encouragea 
the ECC to step up iu enforcement ef- 
forts agalnit slamming. It would re- 
qulrs local telepho— companies to re- 
port a aummary of alamnUDg eom- 
Nalnta to the FCC for further inves- 
tigaUen. and it would require the FCC 
to report to Coagrew on its enforce- 
ment actions agalaat alammera. 

Ftaally. tha lagialatioa would require 
the FBC to report to Coagre aa on 
whether or oot Its current procedures 
ooataln aulOeieDt safeguards to pre- 
vent unscrupoloua teleconunBalcatioos 
provlderv bom receiving an FCC H- 
ceoae in the (Irat place. 

Mr. Ptealdant. ooonunefs have lost 
ooDlFol over their teieooiniBnaieattons 
aarvloe to uasempulous providers. The 
CotUna-DurbtB laglalatlon would go a 
long way coward halting aUmming. I 
urge my ceUeagaea to Join me in the 
fight a^oM alanuniog by co-^onsor- 
lag the "Taleiteo— Siammiog Preveo- 
Uoo Act of OM.” 

For Ihe Infonnation of all my col- 
leagnas. I aak unanimous consent to In- 
clude ia the RsoouD a detailed sum- 
mary ^ the proytsioaa coi^oed In 
this eampreheostve aati-slainmiar Mil. 
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There belng^ no objection, the sum- 
nlary was ordered to be printed in Uie 
RECORD, as follows: 

SUMKART OF ’nELXPHOMB SCAICKINO 
PaXVBITION ACT OF 1996 


(1) Garificatton of Veri/icalum Procedures: 
The bill amends corrent law. which allows 
j JlQCJt# dtfhbSdne the Tertflcation prooe* 
WRumunanlcatlons carriers can 


^ viilfry leeirt el eseeuttag a chante in sabserlber 
serrloe. to place some restrictions on the ap- 
fsored vedA^^n methods. SpeclOcally. 
- this prosinra snU eliminate the '‘welcome 
packace’* method of vertflcatlon. It wtli still 
allow the FOC to determine the aptropclate 
forms of Toriflcatlon and the time and man- 
ner In which such Teiiflcatton moat be re- 
tained bjr carriers. 

(2) for Chartres: The bill also allows 
eabscrlbers who hare been slammed, and who 
have not jet paid their telephone bill to the 
unaothorlsed carrier, to paj their oclclnal 
carrier for their idione ossce. at the rate 
thej woold have been charged ^ their origi- 
nal carrier. The prorisloo will not change ex- 
isting law and POC regulations that make 
the rismm liy carrier liable to the original 
carrier for anj charges It oollects horn a 
slammed sabecrlber. This prOFislon Is de- 
signed to take asraj the financial incentive 
for elamming. 

(3) AdditiotuJ Penalties: The bill also in- 
creases the dvll penalties for slamming and 
creates criminal penalties. 

The dvll penalties provision will reonlre 
the POC to assess s minimum of 3S0.000 for 
the first slamming offense, and 3100.000 for 
anj subsequent offense, unless the Commis- 
sion determines that there are mitigating 
circumstances. Currentlj. the penalty typi- 
cally by the PCC Is only 340,000 for 

each offense. 

In addition, this provision will sllow Che 
Commission, at Its discretion, to assess dvll 
penslciea against carriers that make unau- 
thorlxed carrier changes on behalf of their 
sgente or resellers. It will require the Cknn- 
mlsslon to promulgate regulations on the 
oversight responsibilities of the underlying 
Gsdlitles-based carriers for their sgents ch* 
resellera This will make It clear Co carriers, 
who sell aeoess to their telephone lines, that 
they hsve some responsibility for the actions 
of their agents or resellers. 

CorrenUy. slamming Is not a crime. The 
criminal penalties provision will make in- 
tentional slamming a misdemeanor for the 
first offense (not more than one year impris- 
onment). and a felony for suhsequent Inten- 
tional slamming offenses (not more than Hvc 
years Imprisonment). Criminal fines for in- 
tentional elaramiog are the same as Chose (or 
any other federal crime: a maximum of 


3100.000 for a misdemeanor and 3250.000 for a 
felony. In addition, anyone convicted of the 
crime of intentional slamming will not be al- 
lowed to be a telecommunications service 
provider, and any company substantially 
controlled by a person convicted of inteo- 
Uonal slamming will also be disqualified 
from providing such services. After five 
years, however, the PCC shall have the op- 
tion to reinstate such individuals or compa- 
nies disqualified under this provision, if it is 
in the public intdest to do so. 

(4) State Actions: 'Hie bill gives the states 
the right to take action against slammers on 
behalf of its residents, and makes it clear 

nothing in this section preempts the 
states ftom taking action against intra-state 
stammers. This provision is necessary be- 
canse some state supreme courts have ruled 
that PCC-regulatory authority preempts the 
States Dorn acting In this area. 

(5) Reports on Somminp Complaints: The bill 
requires all Ulecommunications carriers, in- 
cluding local exchange carriers, to report on 
the number of subscriber slamming com- 
plaints against each carrier. The jnevlslon 
allows the PCC to determine bow often these 
reports would have to be submitted. This 
pievisioo would nel require carriers to refer 
complaints on an Individual basis, only a 
summary rep>ort that could be used by the 
PCC to determine which companies are en- 
gaging in patterns and practices of slam- 
ming. 

(6> FCC Report on Slamming and Enforcement 
Actions: The bill esublisbes a requirement 
that PCC submit a report to Congress on its 
slamming enforcement actions. The PCC al- 
ready provides this Information in Its Com- 
mon Carrier Scorecard, so this provision 
does not establish a new report. It is de- 
signed to make it clear to the PCC that Con- 
gress considers slamming enforcement Im- 
portant. 

(7) FCC Report on Adequacy of FCC License 
Process: This bill requires the PCC report to 
Congress on whether current licensing re- 
quirements and procedures are safficient to 
prevent fraudulent telecommunications pro- 
viders from receiving an FCC license. Cur- 
rently. the PCC does not review Ule- 
commuDtcaUoDS provider applications prior 
to issuing FCC licenses, allowing fraudulent 
companies Into the telecommunicaUons 
marketplace. 
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II 


105th congress 
2d Session 


S. 1740 


To amend the Communications Aet of 1934 to improve the protections against 
the unauthorized char^ of subscribers from one telecommunications 
carrier to another, and for other purposes. 


IN THE SENATE OF THE UNITED STATES 

March 10, 1998 

Ms. Collins (for herself and Mr. Durbin) introduced the following bill; 
which was read twice and referred to the Committee on Commerce, 
Science, and Transportation 


A BILL 

To amend the Communications Act of 1934 to improve the 
protections against the unauthorized change of subscrib- 
ers from one telecommunications carrier to another, and 
for other purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Aet may be cited as the “Telephone Slamming 


5 Prevention Aet of 1998”. 
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1 SEC. 2. nOPBOVEaiENTS OF PmynECTIONS AGAINST UNAU- 

2 THORHSHI CHANGES OF PBOVIDKBS OP 

3 TCLEPHONE SERVICE. 

4 (a) Clarification of Veiopication Procb- 

5 O0RBS. — Subsection (a) of section 258 of the Commnniea- 

6 tions Act of 1934 (47 U.S.C. 258) is amended to read 

7 asfoUows: 

8 “(a) PROHiBmoN.— 

9 “(1) In general. — No telecommunications 

10 carrier shall submit or execute a change in a sub- 

11 seriber’s selection of a provider of telejdione ex- 

12 change service or telephone toll service except in ac- 

13 cordance with this section and such verification pro- 

14 cedures as the Commission shall prescribe. 

15 “(2) Verification. — The procedures pre- 

16 scribed by the Commission to verify a subscriber’s 

17 selection of a telephone exchange service or tele- 

18 phone toll service provider shall — 

19 “(A) preclude the use of negative <^tion 

20 letters of agen<^ as a verification method; tund 

21 “(B) require the retenfion of the verifiea- 

22 tion of a subscriber’s selection in sudi manner 

23 and form and for such time as the Commission 

24 eonsi^rs appropriate.’’. 

25 (b) LlABEUiTy for Charges.— S ubsection (b) of 

26 such section is amended — 


•S VM» B 
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1 (1) by striking “(b) Liability for 

2 Charges. — Any teleconununications carrier” and 

3 inserting the following: 

4 “(b) Liability for Charges. — 

5 “(1) In general. — Any telecommunications 

6 carrier”; 

7 (2) by designating the second sentence as para- 

8 graph (3) and inserting at the beginning of such 

9 paragraph, as so designated, the following: 

10 “(3) Construction of remedies. — ”; and 

11 (3) by inserting after paragraph (1), as des- 

12 ignated by paragraph (1) of this subsection, the fol- 

13 lowing: 

14 “(2) Subscribbr payment option. — 

15 “(A) In general. — A subscriber whose 

16 telephone exchange service or telephone toll 

17 service is changed in violation of the procedures 

18 prescribed under subsection (a) may elect to 

19 pay the carrier previously selected by the sub- 

20 scriber for any such service received after the 

21 change in full satisfaction of amounts due from 

22 the subscriber to the carrier providing such 

23 service after the change. 

24 “(B) Payment rate. — ^P ayment for serv- 

25 ice under subparagraph (A) shall be at the rate 
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1 for such service charged by the carrier pre- 

2 viously sdected by the snbscriber eoneemed.”. 

3 (e) Additionai. Penalties.— Such section is for- 

4 theramended by adding at the end the following: 

5 “(e) Cim Penalties. — 

6 “(1) In general. — Unless the Commission de- 

7 termines that there are mitigating eimunstanees, 

8 any teleconmnmications carrier who snbmits or exe- 

9 cates a change in a provider of telephone exchange 

10 service or telephone toD service in violation of the 

11 procedures prescribed imder subsection (a) shall be 

12 fined a minimum of $50,000 for the fiirst offense 

13 and shall be fined a minimum of $100,000 for any 

14 subsequent offense. 

15 “(2) Penalties for acttvitibs of agents 

16 and resellers. — The Commission may assess pen- 

17 allies for violations of the procedures prescribed 

18 under subsection (a) in the case of a carrier that 

19 submits or executes unauthorised change on behalf 

20 of its agents or resellers if the carrier meets such 

21 conditions as the Commission shall pr^eribe in reg- 

22 ulations. 

23 “(d) Criminal Penalties. — Any person who sub- 

24 mits or exa;utes a change in a provider of telephone ex- 
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1 change service or telephone toll service in willful violation 

2 of the procedures prescribed under subsection (a) — 

3 “(1) shall be fined in accordance with title 18, 

4 United States Code, imprisoned not more than 1 

5 year, or both; but 

6 “(2) if previously convicted under this sub- 

7 section at the time of a subsequent offense, shall be 

8 fined in accordance with title 18, United States 

9 Code, imprisoned not more than 5 years, or both, for 

10 such subsequent offense. 

11 “(e) Disqualification Pkom Certain Activi- 

12 TIES. — 

13 “(1) Disqualification op persons. — Subject 

14 to paragraph (3), any person convicted under sub- 

15 section (d), in addition to any fines or imprisonment 

16 under that subsection, may not carry out any aetivi- 

17 ties covered by section 214. 

18 “(2) Disqualification op companies. — Sub- 

19 ject to paragraph (3), any company substantially 

20 controlled by a person convicted under subsection 

21 (d) may not cany out any activities covered by see- 

22 tion 214. 

23 “(3) Reinstatement. — 

24 “(A) In general. — ^The Commission may 

25 terminate the application of paragraph (1) or 
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1 (2) of this subsection to a person or company, 

2 as the case may be, if the Commission deter- 

3 mines that the termination would be in the pub- 

4 lie interest. 

5 “(B) Effective date. — The termination 

6 of the appUcability of paragraph (1) or (2) to 

7 a person or company, as the ease may be, under 

8 subparagraph (A) may not take effect earlier 

9 than 5 years after the date on which the appli- 

10 cable paragraph apphed to the person or com- 

1 1 pany. 

12 “(f) Actions by States. — W henever the attorney 

13 general of a State, or an official or agency designated by 

14 a State, has reason to believe that any person has engaged 

15 or is engaging in a pattern or practice of unauthorized 

16 changes in providers of telephone exchange service or tele- 

17 phone toll service of residents in such State in violation 

18 of the procedures prescribed under subsection (a), the 

19 State may bring a civil action on behalf of its residents 

20 to enjoin such practices, to recover damages equal to the 

21 actual monetary loss suffered by such residents, or both. 

22 If the court finds the defendant executed such changes 

23 in willful and knowing violation of such procedures, the 

24 court may, in its discretion, increase the amount of the 
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1 award to an amount equal to not more than 3 times the 

2 amount awardable under the preceding sentence. 

3 “(g) No Preemption op State Law.— N othing in 

4 this section shall preempt the availability of relief under 

5 State law for unauthorized changes of providers of intra- 

6 state telephone exchange service or telephone toll service. 

7 “(h) Reports on Complaints. — 

8 “(1) Reports required.— Eadi telecommuni- 

9 cations carrier shall submit to the Commission, as 

10 frequently as the Commission shall require, a report 

11 on the number of complaints of unauthorized 

12 changes in providers of telephone exchange service 

13 or telephone toll service that are submitted to the 

14 carrier by its subscribers. Each report shall specify 

15 each provider of service complained of and the num- 

16 ber of complaints relating to such provider. 

17 “(2) Utilization.— The Commission shall use 

18 the information submitted in reports under this sub- 

19 section to identify telecommunications carriers that 

20 engage in patterns and practices of unauthorized 

21 changes in providers of telephone exchange service 

22 or telephone toll service.”. 

23 (d) Treatment op Regulations.— The Federal 

24 Communications Commission may treat the regulations 

25 prescribed under section 258 of the Communications Act 
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of 1934 before the date of enactment of this Act as regula- 
tions prescribed under such section 258, as amended by 
this section, but only to the extent that the regulations 
prescribed before such date of enactment are not incon- 
sistent with the requirements of such section, as so 
amended. 

(e) Report on Slamming Violations. — 

(1) In general. — Not later than October 31, 
1998, the Federal Communications Commission 
shall submit to Congress a report on its enforcement 
actions against carriers for violations of the proce- 
dures prescribed imder section 258(a) of the Com- 
munications Act of 1934, as in effect on the day be- 
fore the date of enactment of this Act. 

(2) Elements. — The report shaU — 

(A) set forth the number of complaints 
eigainst each telecommunications carrier that 
was subject to more than 100 complaints in 
1997 for violation of the procedures referred to 
in paragraph (1); and 

(B) describe the penalties assessed against 
each such carrier for violations of such proce- 
dures. 
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1 SEC. 3. REVIEW OF ADEQUACY OF LICENSING REQUIRE- 

2 MENTS AND PROCEDUREa 

3 Not later tiian 6 months after the date of enactment 

4 of this Act, the Federal Communications Commission shall 

5 submit to Cwigress a report that — 

6 (1) assesses the adequacy and effectiveness of 

7 the licensing requirements and procedures of the 

8 Commission under section 214 of the Communica- 

9 tions Act of 1934 (47 U.S.C. 214) in determining 

10 whether or not a carrier is suitable for licensing 

1 1 under that section; and 

12 (2) identifies add^onal actions that the Com- 

13 mission could take under that section in order to en- 

14 sure that new licenses are not issued under that sec- 

15 tion to persons or carriers that have previously lost 

16 their licenses for violations of section 258 of that 

17 Act (47 U.S.C. 258) or have otherwise engaged in 

18 egregious violations of such section 258. 

o 
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April 13, 1998 


Ths Honor^le Susan M. Collins 
Oiainnan, Permanent Subcommittee 
on Invesdgations 
Unitfxl States Senate 
432 Hart Senate Office Building 
Washington, DC 20510 

Dear Senator Collins; 

On behalf of MCI Telecommunications Coiporation, I am pleased to submit the 
j^tached refuses to your subcommittee’s questkms in advance of its hearing to be held 
ApnJ 23, 1998, regarding the types ofentities or companies tha! engage in fraudulent 
slammii^. 

If you or your staff have any further questions, please iet me know. 

Sincerely, 


Wayne Huyard 
F^ident 

MO Mass Markets 


cc; J. Neumann 
K. Walder 



ACCORDING TO THE FCC, 1,230 CONSUMERS COMPLAINED IN 1997 THAT MCI SWITCHED THEIR 
LONG DISTANCE SERVICE WITHOUT THEIR AUTHORIZATION. PLEASE PROVIDE AN EXPLANATION 
OF WHY MCI RECEIVED SUCH COMPLAINTS AND THE STEPS IT HAS TAKEN TO ENSURE THAT THE 
NUMBER OF SLAMMING COMPLAINTS AGAINST IT ARE REDUCED. 

MCI is an industry leader in sales quality and customer satisfaction. FCC 
statistics consistently demonstrate that our complaint experience as a percentage of 
company revenues, or as a percentage of sales, is among the lowest in the industry. 
Nevertheless, MCI is disappointed by the number of unauthorized conversion complaints 
we have received. We aclmowledge a continuing need to make every effort to reduce the 
causes of these complaints. MCI believes that slamming is bad business. It’s bad for our 
customers and bad for MCI. We don’t tolerate it and are committed to constant efforts to 
reduce and hopefully eliminate these problems. 

However, MCI also believes this complaint statistic is misleading and inaccurate 
as a measure of MCI-specific slamming problems. 

First, MCI believes that a large percentage of the cited complaints cannot be fairly 
characterized as intentional unauthorized conversions. Some of the complaints stem from 
household disputes, where one member of a household authorizes a change, only to be 
countermanded later by another member of the household. Other complaints involve 
buyer’s remorse, dissatisfaction with MCI service, or disputes over allegedly promised 
rates. These categories involve authorized switches that regrettably led to subsequent 
customer disputes. In addition, another large group of complaints involve system errors, 
or human order entry problems that result in inadvertent switching. 

Second, the statistic does not report 1997 complaints. The 1997 FCC Scorecard, 
although it was published in December of 1997, is based on complaints served by the 
FCC during the period from January 1996 to December 1996. Also, because the FCC has 
experienced a backlog in its complaint volumes, many of the complaints served by the 
FCC on MCI during 1996 were actually filed by consumers during 1995. MCI believes 
recent quality measures implemented during 1996"including a broad commitment to 
independent third party verification for residential and small business sales— have resulted 
in major improvements. Thus, the cited statistics relate to complaints several years old 
that do not accurately reflect MCI’s recent quality improvements. 

Third, the gross number of complaints needs to be placed in context of the number 
of sales MCI generates. Over 15 million new customers switched to MCI in 1997. Of 
that number, only a tiny fraction of one percent resulted in a complaint of any type. 

While we arc not perfect, and do not co^one any unauthorized conversion activity, some 
level of complaints is virtually inevitable. The gross number of FCC complaints against 
MCI is high in part because the number of transactions we generate is the largest in the 
industry. 


MCI is a leader in sales quality, and has implemented a number of programs and 
procedures aimed at reducing unauthorized conversion complaints. MCl’s most 
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iniportarrt and effective measwc is its commitmenl to conduct indqpendrat thini paity 
verification (*TPV”) for virtually all residentia! and small business sales. We conduct 
TPV for long distance, local toll and local sesvdcc, and employ TPV across all our 
marketing channels, including telemaiketiRg, direct rt^ponse and direct sal®. 

MCI first employed TPV to verify outbound telema^eting sales in 1992, and 
expanded its use to all sales and marketing channels as of August 1996. Full TPV 
implej^tation fms lesulfed in a dramatic reduction in slamming <X}mplaints for sales 
channels not previously subject to TPV. MCI is convinced that TPV is the single most 
effective mediod available to curb unauthorized coov^ions. 

In addition to MCTs commitnnmt to TPV, we also ett^loy a Ixm:! of otiicr 
measures to address and prevent unauthorized conversions. We have a compreh^uiive 
training program for all sal«s personnel, which wnphasizes re^itsible sales i^actices, 
forbids deceptive or unauthori:^ sales, and ^ves maximum customer satis&ction. 
We employ quality monitoring of telemarketing representatives to ensure constant 
vigilance to the lughest standards, and to assist in coaching and discipline. 

In Edition, MCI offers our customers a full satisfaction guarantee. If at any time 
a customer is dissatisfied for any reason, MCI will pay for any costs associated with 
switching the customer back to their original carri^. 

MCI is constantly working towards improvements m this area. For exanq^lc, MCI 
r«:ently implemented a test program where we are tape recording all customer TPV 
transactions, to enhance documentation of sales verifications. We remain committed to 
making every reasonable effort to address this problem. 

WHAT PROCEDURES DOES MCI HAVE IN PLACE TO ENSURE THAT ITS AGENTS OR RESELLEI« 
ADHERE TO FCC REGULATIONS FOR VERIFICATION OF CARRIER CHANCES? DOES MCI REPORT 
SUSPECTED SLAMMING V[(X,ATIONS BY ITS RESELLERS TO THE FCC? 

Sales agents who market MCI’s residential services arc very distinct fiom 
resellers who buy minutes on MCI’s network wholesale and resell them to consumers. 
MCI wilt address these two areas separately. 

For a nimib«‘ of years, MCI marketed its residential service using face to face 
direct sales agents. MCI substantially reduced the number of its residential direct sales 
agents about a year ago for a variety of business reasons. The few agents who continue to 
market MCI residential service must submit sales for verification through TPV. Prior to 
the implementation of this TPV requiranent, agent sales were, candidly, a 
disproportionate source of MCI’s slamming complaint problems. Following the 
implementation of TPV for these sales in mid-1996, however, complaint volumes from 
agent sal« were dtamaticaily reduced. 

Consistent with established legal and regulatmy principles, a reseilor can acquire 
any tariffed service fiom MCI in accordance with MCI tarifis, or it may acquire services 
pursuant to negotiated contiacts, MCI is rwt responsible for unauthorized conversion 
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actiWty by its reseilers, and cannot be expected to police their c<Midiict. We are not 
typically aware of a reseller’s sales (Hnctices, its veification methods, or its unauthorized 
conversion ctm^laints. MCI does not ty^ncally report slamming allegations against 
resellers to the FCC. 


PLEASE COMMENT ON THE CURRENT LEGISLAUVE AND ADMINISTRATIVE PROPOSALS DESIGNED 
TO CWTRCX. SLAMMING. 


MCI believes that any legislative or regulatcMry action in this area must put 
consumers firet, while not losing sight of the realities of a rational business environment. 
It cannot ignore the benefits that competition and flexible choice bring to the public. Wc 
must design solutions that weed out the bad actors, while not overburdening ^e industry 
with regulatimi that would impose delay, bureaucracy, inefficiency, consumer-unfriendly 
hurdles or additional costs onto the process of changing phone services. 

MCI believes this area cries out for a national set of solutions that apply to long 
distance, local toll, and local service carrier changes. A piecemeal approach would chill 
competition and create burdens that would outweigh any benefits, llie states need to 
resist the temptation to establish inconsistent, state specific requiremoits t hat will prevent 
companies fix>m adopting rational sales and marketing approaches. A Balkanized 
^proach will impose burdens on carriers that ultimately will be passed on to consumers 
in the form of hi^er prices and less choice. Congress should confirm federal preemption 
over state activity in this area, and encourage a strong set of FCC regulations that can be 
enforced both by the FCC and at the state level. 

As noted earlier, MCI proposes that TPV should be adopted as a nationwide 
requirement for all carrier switches. MCI’s own experience with TPV convinces us that 
mandatory TPV would be the single most cmisumer-fiiendly and effective ^proach to 
curbing the slamming epidemic. 

MCI strongly opposes any legislative proposal to require written agreements from 
customers for all carrier switches. Any such approach would be a disaster fiom a 
customer perspective and a competitive perspective, and would fail to address the main 
source of slamming. 

Contrary to common perception, slamming problems are not primarily related to 
telemarketing. Instead, the vast majority of reported enforcement actions across the 
country have involved sales methods using written Letters of Authorization (“LOA”). 

The real problem areas have been forged LOAs and deceptive LOA marketing techniques 
such as sweepstakes and deceptive checks. 

Getting it in writing is not the solution. In fact, it’s the primary problem. 

Requiring LOAs would fiustrate consumer expectations of being able to authorize 
phone service selections over the telephone. It would delay consumer enjoyment of 
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promised be^iits. It would add si^ficant costs a^ociated widi and retrieving 
LOAs. Many customo^ would simply decide that it's too much trouble to switch. The 
ultunate result would be terdbie dimage to comp^ttmi and flexible, consumer fricmdiy 
c^icc. 


MCI is also concerned ^ut other measures that go too f*’ in the effort to deal 
with the problon. Le^l^tive pn^iosals, for example, to lequiie eve^ phoi» customs to 
establish their own pin munbers would merely burden both consumm and carriers widi 
adthtioii;^ <oosts and bureaucracy, substantially increase service order delays, and likely 
have ne^igible on stammwg prev^tion. 

MCI believes that any new legislation ^ouid mal» it clear that undbrlying 
carriers should not be held responsible for the actioru of their resellers. When MCI or 
another carrier ^lls minutes to a reseller, we act as a wholesaler sellii^ to a retailer. We 
have little kiwledge or ahdity to mMutor die adicms of our customcfs. Resellers must 
abide by the rules prescribed by the FCC and any new legislation should make it clear 
that und^iying carrim are not responsible for the actions of the 

Rogue resellers seddng a quidc buck cause a large number of the true shamming 
horror stories. MCI believes that our ovmll approach to slamming prevention — focusing 
on TPV and Wronger enfoicemmt — ^witl have the greatest impact in this area. But we 
would also siq^it several ^>edfic measures aimed at dealing widi reseller issues. 

One of die biggest problems in dealing with reseller slamming is the difficulty 
consumere have merely contacting the resdler to complain. We suggest that all resellers 
be lequired to have their own Carrier Identificadoii Codes (“CIC”). This would permit 
more accurate tracking of ord^ processing and PIC change issues. 

We would also support requirements that etsure that the reseller earner is 
identified on all customer bills, accompanied by a toll free customer service number that 
routes to a live representative. Its no good to have the carrier identified, but only a PO 
Box cumber giv». We need to insist that r^lim be responsive to their customers, and 
take responsibility for dieir actions. 

S<Hne iegisiative proposals suggest that consumers who allege they have been 
slammed ^ould be relieved of all charges incurred while on the new carrier’s network. 
MCI strongly opposes this approach. It would promote significant fraud opportunities by 
unscrupulous consumers vriio would switch phone services, rack up large phone bills, and 
then claim they had been slanmed in order to avoid paying legitimate charges. 

It would also force carriers to invest significant time, money and resources in 
disputing individual consume slamming complaints. Today, MCI and other catriefs 
offer no*qu^ions-asked Satisfaction Gu^untees, and pay the cost of switching 
di^isfied customers back to their previous carrier without investigating or potentially 
disputing the reasons for the change. Ifall charges incurred by a consumer raising a 
slamming cosqslaitit were eliminated, carries would be forc^ to reevaluate these 
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wnsumer^ricfitod poatioiK, and would Hfee^ have ccm^lling incentives to iigld 
indivKhial con^Iaints through a costly, time consumii^ investigation and diigwte 
procras. Free and flexihle consuma- choke would be impacted, and the sizable 
additional costs associated with this effort would inevitably be besme by consumeis in the 
fbnn of hitler rates. 

Instead, MCI inges that die ranedial karoewoiic should malce the consuma 
whole, by ensuring that flic consuma is refimded or credited the diflaence between what 
wete charged by the alleged slamming carria, and what the consuma would have 
paid to their original canria. 

MCI supports swift and vigorous enforcement efforts by the FCC. Howeva, harsh 
new emforcement poialtics such as criminal praalties, must be reserved for cases where 
there is clearly ftaudnlentiident Likewise, alt peialtics must he reasonable. With ova 
40 million cma tlmga occuiring every year, and many more expected in the fiiture, 
human error is inevitable. Monetary fines are appropriate in cases where earners 
intentkmally do not comply with established verificatioo methods. Howeva. large fines 
ae not approtnirte, and will serve no constinctive purpose, in cases involving humai 
error. 


^finally, as we move into an eta where the local telephoiK companies are 
beemrong ditect competitors of ItMigdisrancecompanies, the rules and practices need to 
chaige. Its no hmga reasonable to expect that local catricts will exeente service orders, 
or rq»tt consuma expoiences, on a neutral and larbiascd basis. 

■The long term rolution will need lo be the establishment of independent third 
party PIC Adrrunistratioii, to handle a Host of critical fimetions — perhaps to itKludc onkr 
processing, service change verification, PIC Freeze processing, and protection of 
customa infonnation. Thesystom right now permits die fox to guard the heiAouse, and 
the results ate ultimately damaging to consumers. MCI wouW sigrport legislation aimed 
at directing the FCC to establish a comprehensive, neutral PIC administration struchire. 
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Aprii 15, 1998 


The Honorable Susan M. Collins 
United States Senator 

Chair, Permanent Subcommittee on Investigations 
Government Affairs Committee 
432 Hart Senate Office Building 
Washington, D.C. 20510 

Dear Chairwoman Collins: 

Thank you for your letter of April 2, 1998, and the opportunity to provide the 
Subcommittee with Sprint's views on the problem of unauthorized changes in subscribers' 
selections of long distance carriers (an abhorrent fmictice commonly known as 
"slamming"). Slamming is a plague on the competitive long distance marke^lace, and it 
will undoubtedly spread to local telephone markets if and when competition develops 
there. How to solve the problem, though, is less clear. 

The Federal Communications Commission (FCC), as well as other federal and state 
regulators have been looking into ways to prevent slamming. Indeed, the FCC has 
already adopted aggressive rules requiring independent verification of telemarketing 
orders in order to minimize the opportunities for slamming. The FCC has also sought 
public comment on how it should implement the mandate of Congress in Section 258 of 
the Telecommunications Act of 1996. 

A copy of Sprint's September 15, 1997 Comments, and September 29, 1997 Reply 
Comments in that FCC proceeding (Common Carrier Docket No. 94-129) have already 
been provided to you (with ray letter of February 3, 1998) and I respectfully request that 
they be included in the record of the Subcommittee’s April 23, 1998 hearing. 

Your April 2, 1998 letter asked me to address certain q>ecific questions for the benefit of 
the Subcommittee as you prepare for the April 23 hearing. The questions and my 
responses are as follows: 

According to the FCC, 1,136 consumers complained in 1997 that 
Sprint switched their long distance service without their 
authorization. Please provide an eiplanation of how Sprint handled 
such complaints and the steps it has taken to ensure that the number 
of slamming complaints against it are reduced. 
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rd like to first point <Hit toat siiidtching of a customer’^ long distance carrier is a function 
performed by the incumbent local telq^ne company^ not by Spruit. A customer’s 
designabon of a pief^ted or primary long distance carrier is accomplished in the local 
telef^one company’s centra office, and changing that designadon is a process much like 
pn^ramming a computer. Long distance carriers, such as Sprint, submit orders to local 
telephone companies, when a customer selects their long distance serrice, and the local 
telephone com^pany achially svdtdies the customer’s line from their fonner long distance 
service to their curroit choice. 

I point wit thk process to hi^igfat the fact that it povides opportunities for error, 
li^eed, it’s Sprint’s experience that many errors occur in the da t a provided by 
custwners to long distance companies, in the data provided by long distance cxunpasies 
to local telephone companies, and in the data ente^ by local telephone companies when 
aca>m|dishiDg the switch. CcMisidering the millions of long distance customers that 
change toeir service every year and the amount of data that humans and the computers 
must process as a result, it is not unreasonable that such errors can and do occur. We 
believe that these errors are, for the most part, inadvertent and, to a much les^r extent, 
unavoidable. 

An example of which I am personally aware involves a customer who called Sprint (in 
response to our TV advertising) and placed an order for long distance service. As part 
of completing the orderii^ process, Sprint records the customer’s Social Security 
Number. When that record was transmitted to the local telephone company, though, the 
last four digits of the customer’s local telephone number were replaced with the last fr>ur 
digits of the SSN. The local telephone company entered that number and, obviously, the 
wrong customer was switched to Sprint. When that customer comfriained, we 
immediately had the local tel^hone company switch back to the customer’s prior long 
distance service and, instead, switch tiie correct customer to S;»inl service. The ev«rt was 
recorded by the regulator as a “sianuning incident,” but it clearly was unintentionai, 
inadvertent and regrettable. 

In any event, because the process b so susceptible to error, it’s Sfrist’s pracrice not to 
question customers who claim that their long dbtance service has been switched without 
their authorization. Whoi we receive such a complaint, we inucediately take all of toe 
iwcessaiy wrions with the local telephone company to see toat toe customer is switched 
b^k without delay, added c(»t or other penalty. We believe that, unlike some other long 
distaftee companies, Sjaint goes toe extra mile to ensure satis&ctiDn, even if toe person is 
not prraonly a customer of Sprint We believe that striving for customer sarisfacrion in 
everything we do b one of toe ways Sfrint win be successful long term. 

We, also, have implemented extensive checking and contiiiu}!^ improvanent of our 
imemri inocesses to try to eiiminate all possibility of error. We also have some 
suggestions for improving the etoiie process, vriuch i’ll explain in more detail briow. 
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I should also explain thai a significant number of the complaints filed at the FCC were 
attributable to resellers, not directly to Sprint. When Sprint provides service to resellers, 
the reseller’s customers arc connected in the local telephone company’s switch to circuits 
identified by Sprint’s Carrier Identification Code (or CIC). If a reseller has slammed a 
customer, and that customer complains to the local telephone company, the local 
telephone company often assumes it was Sprint’s fault because of the CIC and becau^ 
the identity or even existence of the reseller is not easily ascertainable firom the circuit 
records. 

I VTOuld also point out that, while Sprint believes that any slams ate wholly unacceptable, 
we believe the number attributed to Sprint by the FCC is, relative to Sprint s size, among 
the lowest in the long distance industry. We don’t believe those results are an a<»ident; 
we have no tolerance for slamming and work very hard to provide the best possible 
service to both our customers and potential customers. 

I have to admit, in all honesty, that ive have also experienced overz^ous or misbehaving 
sales representatives who submit orders to change customers to Sprint when those 
customers may not have fully agreed to buy our service. Such actions should be caught 
and corrected in the verification process, but apparently some slip through. We work 
constantly, through training of new sales representatives and penalizing careless or 
reckless sales representatives, to minimize the possibility of inappropriate sales and 
incorrect orders. 

What pracednres docs Sprint have in place to ensure that its agents or 
reseUen adhere to FCC regulations for verification of carrier changes? Does 
Sprint report suspected slamming violations by its resellers to the FCC? 

We believe that one of Sprint’s most valuable assets is its brand, and we go to great 
lengths to protect its image, integrity and use. Agents are authorized by Sprint to use our 
brand, and they ate required to do all the same things we do to ensure that they 
communicate a positive image to our customers, including taking all possible steps to 
prevent slamming. 

Resellers, on the other hand, ate not authorized to use the Sprint brand and ate 
responsible for their own conduct in the marketplace. We constantly communicate with 
our resellers and they clearly understand our total intolerance of slamnwg. In feet, our 
standard contracts provide that the reseller shall not submit a customer’s telephone 
number for activation without obtaining and maintaining proper authorization. If the 

resellm breaches this provision, Sprint has the tight to stop accepting orders fiom the 

reseller (which vre have done), to discontinue ptranotional discounts (if any), or to 

the contract. We also can recover from the teseUer any charges paid to local 
telephone companies for switching customers slammed by the reseller back to their 
origmal long <tistance service. 

We do not monitor the marice 4 )lace activities w try to verify the sales of resellers, but we 
do try to intervene to quickly correct slanuning problems when we’re made aware. In that 
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F^ard, ^^len aad if a feselfo^ sUm a customer, the FCC (or state i^bI^) u^ly 
kiM>ws {d>otU it well befcxe S^im does. Nevertheless, we sk always willk^ to wt»k widi 
du: FCC (cmd odier it^sUxs) to do wtuUever we reasoo^y ceya to aadkiae slmnnm^ 

Pfetie eoaiBMUit on the entreat legnbtive tad admiaaiiKhwtiwi propotais to 

control Awntog. 

As I ^ed to |K}tQt out in my Ff^niary 3 letter, I thiidc it*s importaid vdMS to 

BuduoQ a ree^y slamming that the Subcorasittoe keep a «H^e flUngs m aiiad. 
First, otg research reveals that sJammir^ ^l^ations gisc from semai diflfeiCT^catses. 
Sonw seem to residt from coolusioa in the customers housed about who had frie 
ai^btxity toiR^bmiaeachan^ stmiefrom *lMiyer’sR9nofse*(w!ienaa£stomerniay 
authmize a change, but later r^ret and recant), and some from customns seddag to 
avoid having to j»^ change charges or even some or all of their htog distance daiges. 
Gives hmnan natme, ptobddy is no effective legislative or administrative remedy 
fordietocmises. 

Them are aho, dearly, bad actors at wmk. Is peitictilar, there seems to be a signifrcmit 
number of outlaw earners who deUberately and ni&lessty slam innocoit customers, 
hi^mig th^U pay the bill without coci^>UinL Wc need to eiadicato &ose bad actors, who 
ignme the current rules and who will surety not be deterred by simply increasing cuirmt 
pendties. Olimnai prosecution for fraud may be the otost effective deterrent. 

There tue also, as described above, inadvertent slams. The feet is that a lot of data is 
exchanged between tong distance earners and toed telephone companies to accomplish 
converdoDs of service, and there is oeated a real of^wmmHy for error by either or both 
earners. If a single digit is transposed in the custoover's ^ephone number or (he long 
distance carrier's tdouifreuion code, die wrong cusnnner o^d be coimectod to toe 
wrong carrier, despite a valid order from toe right carrier for the right customer. There is 
some evidence thd such enots with some frequency, but the process is such toat 
these types of errors are hard to detect and audit 

Which brii^ me to the second inq;Kiitaiit point. That is the process by which costomer 
Icmg distance selections are changed is by ^bmitting <»ders to the incumbent local 
teicftone company. The tdqphone company, in order to be conqiletely non- 
discriminatoiy . makes no Jur^ent abom tiie vdidity or iqiproprialeiiess of any change 
order submin^ to it, but simply executes it (hopefolly, enor fi^). Thus, unscrupulous 
actors knowingly can sutoiit false orders to tstopbeme companies, ^ the customers 
convotod and toe/U befme discovering or compiainu^ ttoout the unautoorized 
sotvice itoan{^. Indeed, the (aocess sonrewhat seems to encourage nich fraudulent 
sulnnissioas. 


Thus, we suggest thm an effective means to curb fraudulent slammers could be to pad 
controls upon toe submission of orders to teieptoone ctxnpanies. In particular, we Wlieve 
toai a neu^ toiid party could be inserted between toe king distam^e cams ^ local 
^t^ione company, who has toe responsibility for the process of changmg a customer's 
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Primary Intenexclumge Catrim (or PIC). This neurial third party - which could he the 
oeutral Number Administrator created by the '% Telecom Act - could be empowered to 
develop systons to minimize misbdces and make the recoBcUi^tm process is oror-fiee 
as possible. Long distance (and, when the market is open to competition, local) cmtims 
wtHild srill be reqxnsible ibr vetificatioa of ordms; ta the durd-pet^ adnunistrator 
would have some discretkm in procesang customs changes fiom, for irstance, carriers 
wdnSic been iHsved to have fta^ulently slammed unsu^ecring customers in dK pasL 
Such a neutral third party could also eliminate the possibility of atrtkompetitive conduct 
by an incumbent telephone ormpany that is also competing againm kmg distance carrias. 

We are, of course, aware of another possible solution being offered by smne local 
telephone cmnpanies that “freezes" a customer’s account, so that the long distance carrier 
(or PIC) can not be changed without direct contact between the customer and the local 
telefdnne company. This so<aUed PlC-Freeze option can reduce die incidence of 
slarnming; but it also, unfortunately, has been abused by some local teleiAmK 
conyanies. SpriiU prosecuted cetnplaints against one local telephone company, for 
instance, that atternpted to employ a PIC-Freeze in several states to not just reduce 
stonming. but also gain an uiAir advantage as local and toll markets were being opened 
to competition. Because PIC-Freezes can be and-compedtive, Sprint bm not 
endnisiastically embraced diem as a solution to slanuning. 

We sincerely believe tliat slamming can be eliminated almgetber if the solution is 
directed at the root cause of the problem. We are genuiiiely concerned that simply 
increasing peosldes Ibr skunming will not deter the bad actors, and will lead to aidless 
lidgadon by others. In that tcgaid, we believe that existing laws - not only directed at 
shunmiag, but others including wire fraud statutes - already ccotain adequa t e penalties 
to prosecute the truly guilty. 

Sprint is, as you know, most amcious to work with die Subcommittee to find and 
implement a solution to this problem, and hope that you'll call upon us to contribute. 
Please call me or James E. Lewin, Jr., Vice-Piesideat-aovcnmicat ASaiis in Sprint's 
Wasbinglon Office (202/S2S-7412) at any time. Thank you very much. 


Re^eetfblly submitted. 
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Before tbe 

U. S. Seoiie Penneneait Sot muqimt nee oD lavest^pUioM 
April 23« 1998 


^■"««« SrtcmwiittM 
•■iwKfifatini 

BWIWT# 


Staiemest of the 

T rI fK . oi nrii i mik'e d o oa Rodlan AjeecwitioB 
EraoetB KeDy.lU 
ftru i d e m 


lAwiitttorbxid Tnuisfax of OiitDmer Aixecmis 


The Telce€gin««ir4Wki« RndUan Aesodeiue <TRAX ca bdatf of its foot am 509 meteten 
aetkanride, ^ppncfans ai$ o ppo imn ky «» eddnas the mner of naaHhfTOBd e mio t a wr service acco«c 
tr iaifa ni (elio kmwe as ‘^baimbatr) niggeet how fte tet ercfntwn iiift twn i mdeeiry, R^Metora, aad 
±e pabUc may e lii n iiia i e (his MdOBS and haem&d preetwe dueogh unxfoEm cteapetttvetyHBauiral 


Funded k 1993, TRA is a netinnal kdestcy M eo c k t i rfi repeeming eoopeaies who edSiBr * wieQr of 
vahieHHkied. jna e nnirh e B ge. local, wiwiw, md mbwceif twleftimueinicsTlom Mrvieea. Me t rtoti m 
Q/piaUfy mmSet oeanpamies, Man tben fcatf of TRA*» iir—ibi'T f^wn ye ot e a omb teweeiet of leas 

ihas S25M and more fhas a tbad of TRA's latjmfcera cam lies dnn SIOM Kiaually. TRA n mtib m 
primarUy focus ob the cooaxwteik wei faex *“****1** • noBbef of IRA serve due rtskkatM 

maritt m Hw rapid gnxrdt aad aaarieace of A ss o ckhiua "***»***” m viahle aerviee peovidets is 
a s mmsat to Oe dnawtmlity of Ac i ungn't i ri ia aa vleea TKA nBe^ie efliir fcw pebhe. TRA laeu i b ee s 
t^maeat the very t,tMii| i ailu' » e ai^Hsi that Congrrn e o u ia tooed wettld deSvar ihe bastdBs of 
**•' “ '* — [in i r f ^ •[!• •• imr •* f r i ir trt itirri^'^ — hfnit irannl ifa Tiiluiaiiimiiiiniliais ilit iiriTUfi 


IRA n ie mbctt eaieuBly dan Oa griaeing Baoei!.rwi ever the ■esalsdiw of "ilaBning* i o ci dsi m 
diroi^lKMct She U.S. S hu w ii a g faa» the lnuuf t pantea k v olv ed incliidhn lagiiiMaaB ceipgi srbo, Hce 
the pribiic. beeaase wnriMhig viditm of ieaiMiQMl akaRiiig. f i gii iiiw ii i ii 1 1 ii ■ leni t i h ri tnci mini Tinar 
the lignifict ooet ead jue oBv eai cpee of imeadeaai sleBSMseig at the hnds of la m nyMlfin i pnridata «whe 
disreipad teir obligaciOBS to the ptAlk. UuBUUjaikMi pravidao vint dio iieaiMiiai of m o t bm rta e 
Tespoasarle mdusoy. Thoae fisw e otit ae s who aantiaoally sBcafe s thRObig sxc Maod erisiiDals wheae 
sole insetit is so gaia fton dec c tvi ag and defraodhig tfta pabhe, and slionld be sabject to snift. de cisi v e , ani 
r i l Nigl y 


Mnineitfnwiil 

error fim vrhsdl no s o i 'vi co proviikr k la s ama e . The sheer vtilaua of aoBsad a o c o ni tf Bwidhra fiar 
ekasaeile, iwrimair I b at vre en KM aad 35M fa 1997 alaar, cnMee tho pesaabal fbr uiiitwitinaal enor.^ b 
socae iamiu 1 1 ^^lam^^|^l■ thiwsatvas nnwisacs •* Ui ynr*s fanaac'* aad claim that Cbcy have bees 
slaaaaod. la odiers* a spoitsa or r e si dnat aiMMun a tduage ia csi ri a t i widmot M kaoovladge or eoawmc 
of otham. iw 1 1 ■ II I Aw^ning **— 1 »— « — rr«r tfc« Kjhr — siamming, a 

distBKtisa bataro cB bok types of daeasaiBg tkemii be marie TRA ftadi aoy fbem of slanaaiag 
iiiiai I uitshli All service prvv M taa have a fektsaMlQF «o eoame that Asir laocadaces foe obmaiiiig am 
w b aeribet t Ikrit the posaa d a l lorsewr. Whea hwiari norf do ecesa. hmover, service provuln shoald be 
accorded due ptoctas to ih misamaw focir ooiapllaaee with mpUcable lap i iw la ai and to correct arers 


iamodiaiclymdwtta 



(Doeeraber 1997). 



309 


Tta p d eutiii ftr almM of the Mrviea tu b«ci ip <ioa; ptoccM alao fwidM te the abiUi^ of iadi-ndbali cc 
fa ci u nb o ot cmadmn to '‘jpoaf* tfw praceai fbr tbdr om itiilioBOir or wail- cotn potftivo goia. ExiB^k* 


abooadl of ladlvidaol pad mm9 clofaniim to horg boeo rianmad in « aflbtt to toceiw — rvice. *ntA 

• etpMiCMS «B te ftor 


prevttiiag ninrwn tern dnngiag atvico prevktogt, evan if they ao dowwdL Such praclieea are oqually 
lainidU to te poblk and advaiica of coniMCitioo, lad ahooM be probibitad. 


As wiB be d iacq a ied more fbgy bdow. 
nmaku in aflbedve coinpe ti t iy eiy-oauttal veriileBtkm proeeduna. iwifl aa fam aat actio p. sad c c a m n e r 
*<*»»<-**«" Theaa fta c tioeai. loom dan any odter. wiU serve to pfevert in t — tkaia l a i a rnmiD g and redrew iia 


At dta dne TRA tm fanadod. dte A a aoci a two** mrndiitm and l enda w t ap loc og ntnwl the im po rtMtee of 
estabKriii^aCodxrfEthicatoytidatltAiutwdubMinBaBoaadact. Tl« new AaaociKMO Mieved dm 
itt ^Dtdd bo copyriiod eaehiaivnty of ethkal eaoitiat pnaa n itt a J to aoryb« tbe paUle 

reaponaibty. Tlda bottof kd to adoptiOD of TkA‘» Code of Ednes» wUth aE now laenibeis icceive wbea 
joining dm AtaoeiaiaaB. IRA 'a Code of Ethic* ia meogiilaed te oi^inat aueh code in tb* 
titococanunieacMBs mdutty. 

Under 'ntA*» Code of Ettuea> tneafeeo ■* oxpoeted aanra die piAlic henaady and leatwna ih^ . Irito adoB ri 
abumiing ia khatitified ai * violocion afCode’tit i ai woa i b to b o i j iin iayociiceobUgatloioa. Mamfapea atedo 
notcmiy^ withdtoCodcofEdricaawaitojnetto eeaattfe pao ce d aw a. Kagraiably, utaanena of skunonag 
have oconxed aaaog Aaaociatioa aMoohen. alAcwgh ft*** te ama t aa bav» beoi nagUgiUe in prepo t tion to 
TRA** toc^ m e nit i erebtp , In dtc dna caaas whare akaanhig by TRA m a n b ora waa de ttmtine d to bawc 
bcCT inttotteeai. mawbaitalap prtvfiagta seen denied or m a mltoidiip N nii i ii n i ii l 


TEA'S Code of Edrict by Inelf ia not omn^ to onam* dm Aaaociadai membeR do not tnMxUsanaQy 
toaaote coatoanar account* wiflioM audurfiy. UtA W eqna nlfy inlbtiwiaton b awoftegnjatoty o afa tc a aMrt 
aetiott teiegh its mdily aoBbar pablkatinw. and more otooetB^r f wodo ct a pe ri odic it mm in nttch 

addnae siBstning **»<t pmmtsdw to emb 'Xwi ■■>g dua'ing be MBiiKanany 

coafBoKa*. TRA has ahm dcvclapad a ^^Aiia paper oa d a n t ming which ia mada avadaUa to the 
manibaishy. 


piAKe and moabar t 
anedticalB 


r onenach piiJfim A TRA ■ e i vaa to inibtm ^ pnbiie about ilwnhig and batr to 
j odbtBtoihB ippaan in *nLA*a laamiB aab she. Caammer fareehuns mm 
1 to the oedia. - gr o u p s, and dm pnbtie. Tba Atoo ci aden'a ti to'h— * » on 

1 and eafbrccsnant <f the Cads of baas paid dxvidandi in ehaaiaiing 

, itamy m n— AA— 


Each aavke pnrvidar, whetfaar iliiiWDaga* and cDottfito « DMwock or rasolb dte sareKaa of an undartying 

Mreata iruinnatWHiy tor iha to which it sarvas ntoacribata. Rroae a nguiatay 

penpactiva, do ant iliflhrwriaw l i n wa m tocflhica^haaad ran in* and msdlen. Both i>v» of 

aafvice paovidam era snbjact to ttia aaoa* lagulstoi) laqalraanaia. End leam also do nee tEniivnah 
bewrean die type of aarricn providir. WbM aubecnbixqt to a RneOar. toe end are* bdda ton icecUre IhUy 
neponslMt tor toe provtoioa of anvica, not ito tm dartyfag entor • who is typtoally mkanwn to toe 
nbacriber. 


b eard mrim mr nattrorir eanirr rmrlon to rrr-Ilen A t lh o wEh toe mti e i baia d cairiaw wain 

mpcMibl* tor toe quatiiy of to* aacvic* they pronidto to laBeOas, ^ be held mponaible tor toa 


2 




openckm nseOer ciQr moKe ttian andio mana&cturer ccald be hrid r wpomib te for a paint defeci n 
dU new antoniobfle wbicta caniet the cenvaay’s radio. The ooderljdDg cnaicr can no^ nor ihonld it be 
required to, aewmei Tr eron rih i lity frrr gM U H we , oniiide of if otcmg ita own co n na c t a . 

This is not to soggen dM mdeiiymf curien may not exert diecindatt in which teaellm they wish to serve. 
It is in a ibcilittes-baaed camoi’ beat Imcreat to aerve mmcab le leaeUets. Yet, once a nseale agr e em ent is 
in effect tea p ooaibUi^ for aervice to end naen and r^ulatocy cotapUanee reals squarely wtih ibe reaeCer.^ 

VarWIeetiaa P reced w aa. S«rift Kafnrf f unT Umwm 

Hiaiieii iilee 

Establahroent of antform, co mpetitively-Denaai vedAcstnn pfoeedurea, swift regulatory enforcement 
acdoB, and coRsomcr educadon, will curb the FnlifermtioD of inantional slamreing all too prevalent in 
today’s cootorcitive tokconiiiiiaiicattons i i Tka t i . 


Uidfonn CompetHiv^y-Nantral Verlfleation Proeednrefc ReliaDce on written leaen of agocy. 
electronic aod third party verifiethon procatfases to eonllta ead*user account tnasfors pursuant to 47 
C.F.R. Sfi64. 1 100 and 1 150, has pioven cffis ct i ve in docianaiting dm basia for customv account iraaafbrs. 
No Bu^ verifleatfoB proceai has bean deasanatxntBd to be decieively more efiective diaa others, sod none 
ihould be Ihvoced or sccocdingly. The variety of veriSeetmn methods has enabted aervice 

providoB to insdlQto a verificackm pmeess best suited to their individual openticiis. These verificaoon 
nmtbods should be retained at both the fodoal and state levels. 

Account uau a fei ved&ataoB requacments shenld lemain umlbcm duoughout the country. While redi 
itoto should ■*«■"» the ability u establtfh iTsia niii tllr l e qiui ements as necessary, state nad fodenl 
KHiiiii meiUi should be henDoaised to p revent a patrhwort: quilt of regulatniy apponebes. A b smesi i re d 
approa^ will avoid escablislnDart of 51 and posentially confUedn^ regulatocy approaches to 

pr otect slanansag. Congress, foderal umI state regnlatort, and the indusiry should wock together to 

develop a flexible regulatory which can be overlaid on individual fodenl and state slamnung 

rules. 


of pritsary (tafeaexdni^) ‘‘fteexea’’ or TIC fieexes”. whidt allow «ad uaeis to 

Kiw«»v i-w*,** tmnafom, has also demonetntad foeir effibethreneaa In ctsbing slamniiag. Yet PIC fteeses 
th ffoM not be used at a ni i-c xnnp e tidv e deviees to lock in e xisriiig enstoOMB, {nhuarily by incunfocat l o ca i 
caiTfori. P"*t users sltou^ be in Aall coonol of eMscising PIC Ansae optinns nod diuuld not be 
coerced pic ft — »■« Nor resdlas be r eq u ired b obmm costly earner idendficenon codes th^r 
do not require, stmply to e**btg reeenCT PK freoss to be availabla to foe piibHe. Inq ioi iii oo of sudi a 
requaeanc wlanld unfoi rt y single out resrilers and nmnee uniosttinablr easta that would prevent moat 
meellcn fiem ■— iM ii iwig ia bueineaa wifo Iftde ooun tPv aiT ing benefit to foe pebUc. 


fiwfft Eadereneat Aettan. The removal of my firatocial In ccmiv e for engaginc in foe tmaafoorized 
itandhr of coupled with swift safosccaant action k craeial to foe sradieaiMn of 

FefomI ».»t— ria— rniiimlMtnii md sate eooamtkiiao in y o ai floa of nnswial float on 

.i— engaged fo sloMing ami lequxreBMBts to make vkeima financial whole bnve stomned the dde 
of slaauany abuaa. Theaa enfincanent actiont have mi foe strong oseaHge dun regnlacon codneo a aero 
Mknnoe sfaunoiiiitpolky. 

However, a fooald be made bia we en instafWTS of inteiukw i a l and unintomianal stamniing whoi 

oonairitacioc the nyropckn— ftf firt — I penatrins tniaii ■laiumlm Is iin hoi ii t ii wul uTtrr p rrr i'*TTT 

slmuld iw r et tlwlessbeheld euMuu OhfoftcreiSndagfoemidnmrtohipreftaredceCTfor es pediifaiuk y .md 

ernmne ell aasnrlssrii expetma. Service p sovidea fo n ehl act. bewevei^ be mdaewnOy requnud to lefimd 
all bUM fir a ervice, m tong m dto maomt billed ramaina at or belpw foe eflh c t i ve late peid by 
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tiw TTrf-Tif*' to Itt ^ ■*fa ^od eacfier. OAcnris^ icryke piwidm may dMONetvOT bccooe vktiini of 
c^eakid •Gamt by naamqioloaa indhidoals wbe to have been •ini»w*«t in an effixt to vnfUrty qmch 
tfa cn a el ves at aiqMMa of l^itnnaie aarrlca pravidaa. Hieae aettoui ic a nu bava been dueuiuoitad 
repeatedly and mnam eo the riaa in the aili todnany. 


Some have piopoaed a “tone atrikaa yoo'ie ouT nif oa ch vtaeby service pmvKien fbuad to have 
in mNwirio oa i fvoold be pcobibiied ftm providiog servicei to the public 

ftran^ levocadon of operatang ■uQnw iQr. THA fcneaiBy aiggayita tiw propeaal to die extant ihat sitoh an 
nrt ***** !* ia m of fiBpeaied ioMaiaaal atMremng v bOnte to take cooective a^aon. 

RevocatioB of opendag anihority ii ippcopciatB e^en an a ccua ed provider Ihila to d«uunalnle that it has 
taWit decisive atapa to dtauiiato or has not eonmUed the actkxia of ha itpiejaiitativea and 

t^eota, but only after doe pro ceas to a»viee provldan. 


An ■ fyf eafeTOe ut cnt aetiae will aithaiifia aAarta to end thunmhlg. In some eiXanc ea, 

the enftxcentoBt p re ce aa tntor ">*** befiam finee and other penahies are t wipo a ert . Thia 

proeeaa ia e n th ely too tong. Tboae ^****^ daieijuined lo be eagagaag in wiDfU tbrnnwing th oii ld be gtvan 
no mote dtan 10 buaineaa days to provida evidenee toat die end^ pnpaify eonyheri wtdi venficatton 

requireants. A provider’a fidhue » provida neb evidence abonld serve as prtBM.^iee evidenee that dw 

prpvidv was TK^ in and engaged fas inaaniieaMl tieinining. O oin i wii a io n cnfixoeinant 

AhrmM follow iramediataly. Delaya in afteecment action will arrronpliah litds in stopping onacnyuleoa 
providers fiom stEildDg agaia. 

Conawaar Bdocadea. 'nw old adage “ftarewnmed is foraannedT’ zinga true in relatun to danmimi. 
XRowledgaable eonnuaers are Icm likely be viedma of ■*— By a nnh i g the public with foteneiMn 
foo c ar rier ooneiateat with the inlbaiaikBi required to qipear on leoecs of 

agency pusaant to 47 CJJL}64.11S0. foe public will be leas vutoetable to dero^e clasas and 

advertisiiv. Regulaton and foe tadoany share foe re^oeeibiltty of tofocming foe pubbe of how to protect 

themselves from the potonial of «t— »— t«ig To dun end, THa tupporta tegolaniiy and mdbetry eflbna to 
AiQy ilitrl*^* larifirn mfonnetion to foe public 


1 «i a wtiitig can be eradicaaad tfarougfa umfesm umipeliCivrty-iieBtnl veriScetion pcocedutea. 
swift eaforoeoicBt action, and public adneatton, Whito the potantial fto aniiWBBafooel shiMBiiig w fll ahmy a 
zeatotn. of dime aetuns win save die ptfolk well in curbing the tide of atf e nii iwi e l sl a irenin g 

ITw Federal rvwtwii — lm Ji c ua e ndy cooeludhig its iuveaiigatioa into sfanmning. The 

to leanh in a renlaicav framewotk that will eOxtively leoteet foe 
Tp.*iK.- TRA otget Canpeas to allow the Commisaion's Invesclgatian » be conylend, a^ foe 

•ffacti«enm8ofi(aaaieadednitaaMatod,be£bnenyaddiiianellegiBlattoniBceasidwed. TRA pledges to 

stypact to wefo wifo kgiakton, raydeSon, to natoban, and the Indusary, to omm foat foe 
poblto i w aains proaacted i«aifist dw aettona of uasentoulous mdiviitoala. 


*CCDoeket 94-129. 
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• 1*0 OMBlrnCHIO DBITS 


MOliBAW, TA BSIOS 

(voa) Ti4-iaoo (T»c.BPaoitB) 
(7os» vi4«&a»o crAosiMii.m 

WBt«MI*« Omso* DiAIi wMBfeBiteMa CBMA114 

<7I9) 714-1311 

April 17, 199t 


VIA HAND DHJVEItY 



The Honorabl e Susan M. O^Uns 


I Wman cwt Sntienmtnittiae on Iti vp^g^rtnix 

United SMes Senate 
Co mm i t tee on GovenunentriAffittia 
432 Hart Senate Office BuUdiog 
Washingun, DC 20510 

Re: Slamminy InveatigatWin 

Dear Senator Collins: 


On behalf of the 230 meates of America's Carriers Trieconummication Association 
(*ACTA”X ibaok you for your letter of April 2 r^ardiog your subcommittee's investigation into the 
unauthorized switching of consumeraf kK^ distance service providers. ACTA is honored to provide 
you wifo the infonnati<Mi you requested. 

Last September, ACTA filed widi the FCC its reemnmendations in respcHise to foe 
Ccxcmiissioa's most recent notice of proposed rulemaking on this topic. Below is an outline of sonoe 
of ACTA's recommendations. 


• The FCC riiould cleariy define slamming vrith a mens rea, or Imown or foould have known" 
or gross negligence element. 

• A mere allegation of slamming should not be enough to satisfy a complainant's burden of 
proof. 

• Because incumbent local exdiange carriers CU'ECs”) will be bofo submitting carriers and 
executing carrien, they should be held to a higher levri of scrutiny ~ at a minimim mandatory third- 
party verification. 
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• The Telecommunicatioiis Act of 1996 unambigiiously calls for the FCC to pre-empt state 
regulations* yet allows Estates to oiforee federal rules. FCC pre-«z^}tik>Qofthe state is !»cc»sary 
to avoid an unwoikable and competitively hostile patchwork of 5 1 diiferent state regulations. 

• In-bound, custonte-initiatedsoUdtahoncalh should not be sutgect to third-party verification 
rules in the same manne r as carri^-initiatei telemarketmg calls. 

• Slamme d cnn«tumers should not be absolved of all responaMlity to fay any and all charges 
for services provided lest the FCC wishes to encourage rampant fiaud perpetrated by unscrupulous 
consumara. Also, IXCs should not be made to pay twice for fee same in&action; once to fee 
consumer in fee form of free service and a second time to the aggrieved carrier. 

• Resellers should not be required to notify end-users ofehanges in underlying carriem as this 
would only coofrtse consuroos and benefit large carriers. Fuilbennme, such decisions as fee dhoice 
of fee supplier of the uiKtelying services should be solely that of the reseller — as it is in any other 
industry. 

ACTA <aicourages you and members of yow subcommittee to read ail of ACTA's slamming 
rrmant-i^ to bette iBnteshBid ova position <mi this issue. Additionally, below we have listod e^h 
of your questions before our respective responses. 

1 ) What steja has America's Carriers Telecommunication Association taken to ensure 

that its members are not engaging in slamming consumers? 

Founded in 1985, ACTA's membership is comprised mainly of small to mid-sized 
telecommunicarions service providers including interexchange carriers ("IXCs"), competitive local 
exchange carriers ("CLECs"), Internet sovicc provider ("ISl^") and ofeer compaiues that service 
fee industry. As a member-driven association serving these entrepreneurs, 

ACTA believes that it is not fee role of any association to attempt to police the bdiavior of its 
membecs. No association can guarantee ti» behavior of any given member. In fact, all major long 
ftigranr#* carriers have had numerous slammir^^ complaints filed against them at one point or another. 
At times the conplunts are ju^ified, but offen these complaints are due to a number of irmocent 
iactors h as: ^xrusal at household confusion where one sqxnise does iM>t tell fee other feat he/she 
switched the loog distaoice company; "fru fingers'' inhere a data entry person frn a carrier transposes 
fee digits of a tele|feone number; etc. Please r emember that most IXCs are honor^le businesses 
eager to win over new customers and keq) them satisfied. 

Nrmeferiess, ACTA atfeois fee act of deliberate slamming as practiced by some ur^cr^Hilous 
carriers. Carriers feat engage in fee deliberate slamming of consumers are not only harming 
c<mstmiers and feemselves, but they are undermining telecommunications coiiq>etition s& fee same 

time. The actions ofa few dirty players have the potential to cause a governmental backlash r^ainst 
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the coiiq)etitive telecom community which could snuff out eiitrq>reneurialism in telecom through 
die oeadon of overly burdensome r^uladons. 

Instead of acting as an unofficial eafixcement agency, fot years ACTA has worked closely 
with industry and government representatives in attempts to cnit industty-driven solutions and 
reasonable govenoneot regulations to hrip solve the problem. ACTA is open to the idea 

of having an independent and privatized PIC change clearing house help govern nc change requests 
provided that such an entity is not affiliated widi or biased in &vor of any particular 
telecommunications conqiany or class of conqianies. Also, any costs associated with funding such 
a clearinghouse must be hur and affordable for dl sizes of carriers. Such an entity must be 
answerable only to the FCC and Congress. ACTA has offered many other suggestions, such as those 
contained in die attached copy of ACTA's comments to the FCC in the latest rulemaking. 

2) What procedures should facilUies-based carriers have in place to ensure that its 
agents or resellers adhere to FCC regulations for ver^ication of carrier changes? 
ShouldfacilUies-based carriers be reqtdredtorqtortsu^tectedskanming violcOions 
by its resellers to the FCC? 

The miyority of ACTA's members srt fireilities-based, therefore we are pardculariy 
concerned widi this issue. Consequendy, ACTA has tentatively endorsed the general idea of a 
"psuedo-ClC," ot special carrier identification code, designed to differentiate resellers fimn their 
underlying carriers. However, ACTA is wary ^xnit giving underiying carriers the duty or authority 
to act as private police officers. Fm* exanq)le, historically AT&T esqmenced an inherent conflict 
of interest when it came to many of its resellers. It perceived resellers as compedtois rather than 
CUStCMnerS. F^h aid Itfler nn tn fh#> "iWw ft rff* may haw iw-atrt ■ HimttiUhwH 

revenue Stream to AT&T. As a result, AT&T had an incentive to thwart a reseller's efforts. Carriers 
similarly situated, tfaerefiMc, may have an incentive to genentte ftlag dMwmmg all^ations being 
rqxnted to the FCC. On the other hand, ifunderlying carriers are to have a duty to report suspected 
slammers to the FCC, vhat legal ejqiosure does an underlying carrier &ce if it fedls to report a 
slamming reseller? This issue must be specifically addressed before Congress or die FCC attempts 
to require carriers to have an affiimative duty to police their conqicCitors. 

A "psuedo-CIC" would help underlying carriers idratify rogue resellers. However, rather 
than empowering undolying carriers to act as law enforcement officials, resellers and underlying 
carriers should resolve suspected slamming problems as they would other buriness issues. The 
relationship between underlying carrier and reseller, in this regard, is essentially one of contract and 
should be viewed by the government as such. However, carriers of all lands, be they resellers or 
wholesalers, should have a continual and open dialogue widi r^ulatms to seek out and stop 
su^)ected slammos. 

3) Please comment on the current legislative and administrative proposals designed to 
control slamming. 
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Please see ACTA's comments in the FCCs most recent rulemaking on this subject 
However, in addMop to those comments, Cmigtess should mnember that any attend to criminalize 
■Jumtning above and beyond already-existing consumer fraud protection laws must involve a clear 
definitimiofslaniniing and include a mens rea element as with any other crime. A mere allegation 
of slamming should not be enough to convict a carrier of this offense. Furthermore, due process 
must be part of any attonpt to criminalize slamming. 


ACTA appreciates the opportunity to respond to your investigation into . sl a mmin g. We look 
forward to having this letter and ACTA's slamming comments to the FCC put into the printed 
beating record. Please call me directly at (703) 714-131 1 with any foUow-tq) questions. 


Reqicctfully submitted. 




Robert M. McDowell 
Deputy General Counsel 
ACTA 


Enclosure 

cc: Timothy J. Shea, Esq. 

Mr. John Neumann 
ACTA Board of Directors 
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On March 13, 1998, AT&T filed written testiniony with the subcommittee in 

connection with the subcommittee's February 18, 1998 field hearing on the 

important issue of slamming. In that testimony, we described the bold, new 

inKiatives that AT&T announced to the public early in March that we are 

undertaking to protect our customers against unscrupulous carriers that slam 

and to minimize the chance of our being involved in even inadvertently slamming 

other carriers' customers. In addition, we outlined key provisions that should be 

part of any anti-slamming legislation - in particular carrier-to-carrier remedies, 

federal preemption of Inconsistent state anti-slamming statutes, and a neutral 

body to administer carrier selection - and we offered specific suggestions for 

how various pending bills. Including S. 1618, should be revised to better achieve 

Congressional objectives. This statement supplements our March 13, 1998 

testinnony and responds to Senator Collins's letter to AT&T dated April 2, 1998, 

asking us to address the three specific issues set out below. 

Request According to the FCC, 2,199 consumers complained in 1997 
that AT&T switched their long distance service without their authorization. 
Please provide an explanation of how AT&T handled such complaints and 
the steps it has taken to ensure that the number of slamming complaints 
against it are reduced. 

As an initial matter, according to the FCC, the rate of complaints against 
AT&T is the best in the industry relative to the volume of business handled by 
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AT&T (see [tecember 1997 FCC Common Canier ScorecanI and AT&Ts M»rii 
13. 1998 testimony). To put the FCC’s reported figure of 2,199 hi further 
perspective, it is should be noted that AT&T provides service to about 80 million 
residential consumers and processes millions of changes annually. Indeed, as 
we explain below, one-fburth of the 2,199 complaints did not involve AT&T at all. 
Nevertheless, we do not think 'best in the industry* is sufficient. AT&T has a 
zero tolerance policy for slamming, and under this policy even one complaint is 
one too many. 

AT&T investigated every slamming complaint submitted concerning it to 
foe FCC in 1997 and filed a reply to each complaint. As those replies show, 
many of the complaints did not even involve AT&T. Our records showed that 
545 of foe complaints did not involve AT&T; nx>st of these were the result of 
reseller slams. When an unauthorized carrier change appears to have involved 
AT&T, we have adjusted the customer's bill to ensure that foe customer paid no 
more for his or her calls as a result of the change. 

As described in AT&Ts March 1998 testimony, a copy of which is 
attached to this submission, AT&T has taken a number of actions to ensure that 
the number of slamming complaints against it are further reduced. First, AT&T 
has attempted to address the root cause of the complaints. In addition to actions 
related to resellers. AT&T has suspended the use of outside vendors in its feet- 
on-the-street marketing channel until we can be sure that those vendors meet 
AT&Ts zero tolerance policy for slamming. Most of foe consumer slamming 
complaints submitted to foe FCC that involved AT&T were from the actions of 
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these vendors. Accordingly, this change alone should significantly reduce the 
number of complaints. 

AT&T also has taken a number of steps to ensure that customers who 
think they have been slammed are able to get a quick response to their 
concerns. This should further eliminate many customer complaints to the FCC. 
AT&T has set up a special slamming resolution center to handle slamming 
inquiries. All calls to AT&T about potential slamming are refened to this special 
center. In the center, trained specialists have online access to AT&T customer 
records and can tell customers whether they have been switched to AT&T and 
under what circumstances. If the specialists need additional AT&T records, they 
get back to the customer promptly. The toll-free number for this slamming 
resolution center (1-800-538-5345) will also be included in the welcome kits that 
AT&T sends to new customers who result from AT&T’s marketing efforts. Any 
new customer who believes that he or she should not have been switched to 
AT&T will know whom to call. 

Request: What procedures does AT&T have in place to ensure that its 
agents or resellers adhere to FCC regulations for verification of carrier 
changes? Does AT&T report suspected slamming violBtions by Hs 
reseKers to the FCC? 

AT&T has taken bold steps to reduce the incidence of slamming by 
resellers who purchase service from AT&T. To elaborate on our March 1 3, 1 998 
comments, last faH AT&T began to include stifiw monetary penalties in our 
contracts with reseMeta, which are designed to eliminate slamming and 
misrepresentation. In particular, if a reseller misuses AT&Ts name, we may 
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issue a Notice and if the misrepresentation is not cured in 15 days, the reseiler 
loses its discount. 

Then in earty March, we filed a tariff revision enabling us to assess a ‘per 
slam charge' against any customer who submits a carrier change order to us for 
processing by the local exchange carrier without adequate and prompt 
authorization from the end user. We also have established a separate reseller 
complaint group, so that customers calling our 800 number to reach our 
slamming complaint center will be transferred to the reseller center on the third 
prompt. 

Additional steps indude that last month, we sent the attached letter to all 
reseller customers letting them know how serious we are about eliminating 
slamming, and outlining our specific expectations with respect to carrier change 
orders. The letter states: "If the reseller fails to meet these expectations, AT&T 
resenres the right to cease processing Carrier Change requests on behalf of the 
reseller, to refer the matter to appropriate federal or state regulatory/legal 
authorities, or to take other steps as appropriate under the circumstances.’ 

AT&T is committed to taking decisive measures, induding litigation, to 
eliminate deceptive marketing, one of the toot causes of slamming. For 
instance, in March AT&T filed a complaint in Illinois federal court against 
Business Discount Plan, Inc. ("BDR'). daiming BDP used fraud and deception to 
routinely 'slam" customers to its service. AT&Ts complaint alleges that BDP’s 
telemarketers falsely told customers that they were affiliated with AT&T, or 
identified themselves as "AT&T operators,’ offering discounted rates. AT&T has 
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found that some BDPcustanwre were being charged tq> to tr^ the AT&T t«^ 
they previous paid. In addition to damages. AT&T has asked for an injunction 
against BDP requiring K to cease Ra deceptive marketing practioes. The 
kijunction wrxjid also require BOP to inform its customers that BOP is not 
atWated with AT&T, and give customers the opportunity to return to their 
previous teleoammunicatkms service provkler. 

Request" Pleeae comment on Otecunenlle^slelive end admMstn^ 

pmpMeb designed to control stemming. 

InourMarch 13, 1996 testimony, AT&T urged the Congress to include in 
any lagisialion, and In S. 1618 in particuiar, these three provisions: canier-lo- 
carrier remedies which we have proposed be in the amount of SI .000 per 
unauthorized custaxnerr^nge; federal preemption of inconsistent state anti- 
slamming legislation, and an independent administrator for carrier selerrtion - 
and we refer the subcommittee to pages 6-12 t>f that testimony, which is 
attached. 

Senator Collins' bill has three provisions that deserve additional comment. 
The first is the provision that would give customers who have been slammed the 
option to pay their authorized canter the amount they would have paid but for the 
slamming. Making the customer and his or her authorized carrier “whote’ is an 
irryxrttant goal, birt this proposal would not have that result. In reality, it would 
deprive the displaced carrier of any effective remedy. Instead of being able to 
look for relief to the slamming cssrier (who can collect the re-rated arrKrunt for 
usage), the displaced carrier would have to pursue individuai customers - a 
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neatly impossible task. Indeed, because a displaced carrier could never be sure 
whether the customer had paid the charges - arrd, if so, to whom — it could 

easiy be “ping-ponged* between the customer and the slamming carrier, and get 
relief from neither. It is far preferable for the slamming carrier to act as the 
oolection agent and then pay over those charges to the displaced canler. as 
present Section 258 requires. It is far belter still for that canler to be liable to the 
displaoed carrier for liquidated damages, such as the $1 ,000 amount per 
unauthorized customer change, as we have proposed in our March testimony. 

As for the proposed criminal pendties. slamming can already be punished 

under existing laws, focluding the mail and wire fraud statutes. The problem is 

not a lack of existing criminal penalties as a deterrent to slamming; rather, those 
penalties that are on the books should be enforced in appropriate cases. 

Finally, In ATiTs view, the FCC already has authority to order carriers to 
provide summary reports on the number of slamming complaints they receive. 
But it has not done so. Collection of such Information may impose disparate and 
unwarranted burdens. While AT&T would comply in good faith with any such 
directive, resellers who commonly engage In slamming may either ignore the 
reporting requirement or construe complaints in a way that renders their data 
meaningless or even misleading. 

AT&T appreciates the opportunity to submit this suppiemental statement 
to the subcommittee for the record. AT&T strongly supports efforts to curb 
slamming, and we look forward to continuing to work with the Congress, the FCC 
and the states in this endeavor. ’ 
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Dear 

AT&T has been receivir^ an increasing volume of customer and state utility commission 
complaints regarding slamming and misrqsrescntation by some AT&T resellers. Based on the 
volume of complain^ it ^)pe8rs that tb«e are substantial issues concerning the validity of a 
number of carrier change requests we have processed on behalf of reseller-customers. We are 
thsefore sendii^ this leKH- to all our mseiler custoroMs, addng them to take st<ps to wisure that 
they are in compliance with federal/state rules and policies regarding carrier changes as a 
condition of AT&T continuing to process carriw change requests.* 

To Aat ^ I have encitsed a statement of AT&Ts expectations with res|>ect to Carrira- Change 
Orders. If a reseller foils to meet these expectations, AT&T reserves the right to cease 
IMOcei^ing Carrier Change requests rm bdtalf of the reseller, to refer the to ^^lopriate 
federal or state regulatory/legal authorities, or to take other steps as appropriate under the 
circumstarKes. 

AT&T reserves the right to require reasonable verification of a cistome^s compiiaiKe with these 
expectations. For example, when AT&T requests proof of authorization concerning specific 
slamming complainfo, AT&T will consider the order which requested the carriw diange to teve 
been an unaudiorizcd order (i.c., a slam), unless the reseller provides adequate proof of 
authorization within fifteen days after the date of AT&Ts request Moreover, if AT&T receives 
a substantial volume of slamming complaints with req}ect to any reseller-customer, AT&T may 
require the customer to submit to AT&T copies of marketing material (including telemarketing 
scripts), third-party verification scripts and letters of agency, that are used in connection with the 
customer's efforts to obtain authorization for Carrier Changes. Likewise, when ftnrd party 
verification procedures are not effective in stonming slamming^srqMesratation contolaints to 
AT&T fixim end users, AT&T may require proc«^ changes, including use of an approved third 
party verification script and adherence to measures that ensure the independence and integrity of 
the third-party verifier. 

Sincerely, 


As you know, changing an end user's Primary Isterexchange Carrier (PIC) without valid 
authorization is a violation of FCC Rules (47 C.F.R. §§ 64. 1 1 00 and 64. 1 1 50). In the resale 
context, the carrier that has the contractual/tariff relationship with the end user is the Primaiy 
Interexchange Carrier. When AT&T submits or processes a change order on behalf of a 
switddess resells, it does so as an accommodation to its reseller-customer. An luiauthmized 
carrier change is also an abuse of service in violation of AT&Ts Tariffo (see Tariff F.C.C. 
No. 1, Sectimi 2.2.3B. and Tariff F.C.C. No, 2, Section 2.2.3). 
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STATEMENT OF AT&T’s EXPECTATIONS 
REGARDING CARRIER CHANGE ORDERS 

1 . A reseller ^lall with all ^licable laws and regui^ons i^arding a 

Carrier Change (i.e. , the changing of a subschber's selection of a carrier of telephone exchange 
service or telqithone toll service). 

2. A reseller shall not submit to AT&T a Carrier Cl^nge order by 

telemarketing unless and until the order has first been confirmed in accordance with the 
procedures specified in F.C.C. Ride 64.1100 (47 C.F.R. 64.1100). 

3. A reseller shall not submit to AT&T a Carrier Change order supported by written 
authorization of the subscribe unless and until the reseller has obtained a letta of i^ency that 
conforms with the requirement specified in F.C.C. Rule 64. 11 SO (47 C.F.R. 64. 1 150). 

4. A reseller's customer-acquisition marketing, verification, and letter of agency 
pi^tices shall clearly idratily the resello^ as the carrier soliciting the usei^s business, and 
shall not mit^re^t die resell^s relationship to AT&T. 

5. A reseller shall maintain sufficient proof of its authority to effect a Carrier Orange 
file fm* use in di^te resolution, and, upon request, shall promptly fumirii such proof of 

authority to AT&T and to any sitoscriber that has been subject to a Carrier Ot^g^ submitted or 
executed by toe reseller. 

6. If a reseller fails to meet these expectations, AT&T reserves toe rig^t to cease 
processing Carrier Change requests on behalf of toe reseller, to refer the matter to appropriate 

or state regulatory automities/iuosecutms. ot to take other steps as ai^ropriate under toe 
circuimtances. 


2/1/98 
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H. Rouell Frisby, Jr. 

President 

Competitive Teleconmanieations Associatioa (CoMrTcL) 

Senate Govemmentai Affairs 
PeraianeBt Subcommittee on Invmt^tioas 
April 23, 1998 


Thank you Chainnan Collins for inviting me to submit testimony to the Subcommittee as 
part of its hearing cm “slamming” — the intentional, unauthorized transfer of a customer's 
lo ca l or long distance service provider. My name is H. Russell Frisby, Jr.» and I am President 
of the Competitive Telecommunications Association (CorapTcl), a national industiy 
associ^on representing more than 230 competitive telecommunications carriers and their 
suppliers. 

For local newspaper readers in the nation’s capital, the choice Is between Tfu Washingion 
Post and The Washingion Times. These two newspapers are quite different in tone, style, 
ideological flavor, and — by extension — readersWp characteristics. Not surprisingly. Post 
fans would be aghast if they went out onto thdr front steps in the morning to find the Times, 
and RKMt Times admims would be equally disgusted if their subscriptions had been banded 
to the Post. Similarly, as the Internet becomes increasingly widespread, on-line service 
disciples would be horrified if they were switched from one provider to another without 
having fm^vided their consent. 

In the telecommunications field, it’s called “slamming,” and CompTel’s members agree that 
it is a reprehensible, underhanded wiy of acquiring — or. rather, stealing customers. 
CompTel advoc^ that all carriers adhere to or exceed all af^licable federal and state laws 
and regulations designed to preveitt slamming and 'cramming* the intentional, 
unauthorized addition of services to a customer’s bill. But although slamming has been the 
bane of the long-distance industry as long as there has been competition in that market, it 
may eventually cast its shadow on the local exchange market — if and when there is any 
meaningful competition for local exchange services beyond the ongoing scramble for large 
business customers. 

CompTel members rue committed to the goal of expartding consumer choice in the local 
exchwge aiKl exchange access markets, where competitive alternatives do not exist today. 

I 
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Since its inception in 1981, CompTelh^ advocated policies to promote the development of 
full and fair competition in telecommunications services. Today, CompTel’s members 
encompass all types of competitive telecommunications service providers, including small 
and mid-saed long distance {or, intetexchange) carriers (IXCs), competitive local exchange 
carriers (CLECs) and Internet service providers (ISPs). CompTel was intimately involved 
in the legislative delates culminating in the Telecommunicatkms Act of 1996 lAct), and has 
participated extensively in proceeding by the Federal Communicatiorrs Commi^ion (FCC) 
and state public service commissions implementing the Act’s various provisions. 

Most significantly for purposes of today’s hearing. Section 258 of the 1 996 Act explicitly 
prohibits any telecommunications carrier — local or long-distance — from submitting or 
executing a change in a subscriber’s carrier selection, except in accordance with the FCC’s 
verification procedures. Sectirm 258 further provides that any carrier that violates these 
verification procedures and collects charges for service must be liable to the subscriber’s 
properly authorized carrier for all charges collected. CompTel has participated extensively 
in the FCC’s ralemaking inoeeeding implementing Section 258's subscriber carrier selection 
change provisions. In S«tion 258, Congress not only expressed a clear intent to prevent 
slamming in off telecommunications markets — local, intraLATA (local toil) rard InterLATA 
(long distance) services — but it also sought to ensure that consumers would be able to 
receive service from the carriers they choose when they choose than. 

CompTel “Customer Choice" Principles: 

Protecting Consumers from “Slamming* and “Cramming' 

Over the past twenty years, as competitiott among long-distance carriers has intensified, 
carriers have come up with increasingly inventive ways to expand their customer base. 
Carriers might send so-called '*welcame packages" — postcards mailed to the potmtial 
customer’s home. If the postcard is not retiuned within, say, 14 days, the potential customer 
is automatically switch^ to the carrier who sent the card. In some cases, these welcome 
packages are sent simply as follow-up to confirm an earlier oral consent given by the 
customer to a tdenurketer. But critics of welcome packages worry that diey constitute a 
“negative option” Letter Of Agreement (LOA). 

Other carriers have used techniques involving fine print at the bottom of or on the back of 
sweepstakes entry forms, magaziiie subscriptioi». and other types of promotional materials. 
These techniques may capitalize on the unwariness ofconsumeis by serving as proof-positive 
that tile customer has initiated die request to change carriers, but it remains unclear whether 
they constitute slamming in the strictest sense of the word as defined in the 1996 AcL 
Unfortunately, "deceptive” may not always prove to be illegal when the degree of deceit 
involved is measured subjectively. 

On April 2, 1998, CompTel unveiled a set of proposals designed to maximize choice and 
protect telephone consumers from slammir« and emnunjog. Specifically, CompTel 
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advocates dat all camera accept the responsibih’ty to prevent slaininii^ and cramming, and 
to fiilly educate their customers, employees, and agents about these practices. 

In addition, CompTel piqxtsed a "zero tolerance" policy toward inMitiana] slamming and 
cramming — whereby carriers would agree to; (1) investigate fiilly all ailegations of 
slamming and cramming; (2) take appropriate action to remunmate consumers who have 
been victimiaed by any slamming or cramming; and (3) terminate any employees or t^ents 
who knowingly and wilfully engage in such practices. CompTel also has called on carriers 
to avoid using deceptive, itagrpropriate or “high pressine” sales tactics, and to redouble their 
efforts to minimize instances of unintentional changes and pursue ail ^iptopriate remedies 
when slamming or cramming is attributable to the executing local (»trier. 

CompTel Aitte has proposed specific policy recommendations governing how 
telecommuiiicatitms service providera handle primary emrier (PC) chai^ and unauthorized 
charges. These recommendations reflect four principles; 

1 . Customers must be able to choose their local and iemg distance 
service providers without fear of unauthorized changes or charges; 

2. Adequate infonnation must be provided to customers in ender that 
they can make informed choices when selecth^ telecommunications 
services and pioviden; 

3. Rules end laws regarding the carrier selection process should be 
competitivety neutml. In addition, the rules and laws governing die 
carrier selection process and unauthorized customer chafes must 
aigtiy to ail telecommunications sendee providess, including 
incumbent local exchange cartiets (ILECs); ar^ 

4. Customors and providers aiUte must be able to rely on unifonn. 
nationally-consistent, and foir requiiemcnts. 

Moreover, CompTel supports unifixm federal and state requhements, noting that lequiiii^ 
providen to comply with differing lequiranents for imeistam and intrastate services, as welt 
as differing tequiieinents among the states, will lead to cusTomei confusion and iiKteased 
costs of service. These increased costs of service uhiniately will be home by customers in 
the fonn of higher rates. Therefore, CompTri has lecommcnded that penalties and fines 
should be assessed only when it has been shown that a earner has engaged in willful mid 
intenlioiial slamming and cramming. The complete text of CompTel’s Vialomer Choice * 
Principles is attached. 
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FCC Subscriber Carrier Selection Changes Requirements 

As part of the FCC's implementation of Section 258, Chairman William Kennard is 
expected to testify today on how and whether the FCC will ^ly anti*slamming rules it 
adopted in 1995 mcxe broadly to all types of carriers; and how it will tighten those existing 
rules to provide additional |MX>tections for consumers. 

At this point in time when incumbent local exchai^e carriers (ILECs) are entering or are 
seeking to enter long distance markets and competitors are entering or are seeking to rater 
the local exchange and intraLATA toll markets, CompTel believes it is critical that the FCC 
also *akg action to safeguard against and eliminate ILEC gaming of the i^imaiy carrier (PC)- 
selectk>n process. Becuise ILECs have the unavoidid>Ie role of execiRing carrier as well as 
an incumbent's advantage and residual control over bottleneck facilities, CompTel believes 
that the FCC ou^t to focus its attention on crafting rules that ensure that ILECs are not able 
to game the PC-selection process anticompetitively. 

To accomplish this goal, CompTel has recommended in FCC Common Carrier Docket No. 
94-129 that the FCC ad<^ the following safegtutrds: 

1. ILECs must give PC-change information customer proprietary 
netwofk inftMmaticm (CPNI) protection; 

2. ILECs must be subject to an unqualified nondiscrimination standard 
for PC-char^e execution; 

3. ILECs must submit quarterly reports showing PC-change 
performance intervals arul error ratios; and, 

4. ILECs serving die dual role of submitting and executing carrier must 
(a) obtain third party verification and (b) serve verification materials 
on the FCC or any requesting carrier setting forth reasonable cause 
f<v suspecting an im{Koperly authorized PC-change. 

CompTel also requests that the FCC explore the viability of requiring the use of a neutral 
third party administrator for the entire PC>selection process. 

Further, CompTel believes that the FCC must act to eliminate ILECs’ anticompetitive use 
of PC-freezes. Specifically, CompTel recommends that the FCC prohibit ILECs from 
solicitii^ or enforcing PC-freezes for local and intraLATA services until six months after 
they become subject to competition. CompTel advocates the adoption of rules that prohibit 
ILECs from (1) engaging in discriminatory or otherwise anticompetitive PC-fieezs practices, 
and (2) usii^ deceptive or misleading PC fneze solicitations. 
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Finally, customers w^o are slammed should have no liability with regard to the unauthorized 
(i.e., slamming) carrier. With regard to a slammed customer's liability for services rendered, 
CompTel maintains that the FCC should adopt rules requiring payment to the authorized 
carrier at authorized rates. This is necessary for two important reasons: (1) to prevent the 
formation of a cottage industry based on fraudulent claims of slamming that would result if 
slammed customers automatically were absolved of liability for service charges; and (2) to 
assure the authorized carrier of reasonably expected revenues. 

S. 1618, The Consumer Anti-Slamming Act of 1998 

S. 1618, a bill sponsored by Senator John McCain (R-AZ) and Senator Ernest “Fritz” 
Hollings (D-SC), would amend the Communications Act of 1 934 to improve the protection 
of consumers against “slamming” by telecommunications carriers. This bill was reported 
from the Senate Commerce Committee on March 12, 1998, and CompTel members have 
worked extensively with the bill's authors on minor amendments addressing several 
concerns. 

First, CompTel believes that a telecommunications carrier should not be in violation of 
S. 1618 solely because an reseller of its telecommunications carrier’s service 

or ^ilities violates the bill’s provisions. There are ample cases uhere a slamming complaint 
results from an unauthorized change by a carrier’s unqfflliated nseWer (i.e., where service 
is not sold under the same t»and name as the underlying carrier). In such cases, the reseller, 
and not the underlying carrier, may be liable for damages. 

Moreover, even the most reputable carriers sometimes may initiate an unauthorized customer 
change unintentionally through mistake or inadvertence, such as the misreading of a 
customer’s telephone number or data entry error. Unintentional changes or charges also 
may result fit)m errors made by the executing local carrier. CompTel advocates that carriers 
re-double their efforts to minimize unintentional changes or charges, and to pursue all 
appropriate remedies when it is found that slamming or cramming is attributable to the 
executif^ local carrier. 

For this reason, and because the penalties under S. 1 6 1 8 are severe, CompTel believes that, 
should S. 1618 ultimately pass and be enacted, the FCC should use its discretion to punish 
wroi^^ behavior and should not ^ly the penalties in cases where a slamming complaint 
is inadvertent. S. 1618 gives considerable discretion to the FCC and to the courts in 
determining fault and imposing penalties on carriers who make unauthorized changes of 
telephone service provide. This discretion is critical, because it allows the FCC and the 
courts to focus on punishing fraudulent carriers who seek to profit from changing a 
consumer’s telephone provider without permissimi, while dispensing with complaints that 
have been brought in error or are unfounded. 


5 



329 


Finally, wid> ns|>ec( la S. 161 Fs FCC Top IIT slaimung leport piovtirion!, CompTel 
bdievesdM Ac FIX siiouM focus on icpoitingcomplaiiilsfotf ieflectwroi%d(Ni«aathe 
pan of a caiiier. In CompTel’s view, tlw FCC shouW ccniplamts received ftom 
omsumeis and use only compiaiids as die basis for ils final rqxM lo Confiess 

citing the ten cairieis that have been the object of the highest numba of complaints. 
Ctm^ainls that have beat fidly investigated, fcaind to have merit, and adiibuted to the actual 
wrongdoer will provsie Congress focmal informuion on timse catiiets who intentionally 
slamconsuners. 

HiHdc you for the oppoftimity to submit this sMemeid. 



330 


ComiTel COMPETITIVE TELECOMMUNICATIONS ASSOCIATION 



COMPETITIVE TELECOMMUNICATIONS ASSOCIATION 
(COMPTEL) 

Tmtomer Choice ’'Principles 

Competition in all telecommunications markets will bring to customers the benefits of lower 
prices, greater choices and improved service. For these benefits of cmnpetition to be fully 
realized, customer choice must be maximized and each customer’s choice of carrier(s) and 
service(s) must be honored. In particular, the intentional, unauthorized transfer of a customer's 
local or long distance service provider (a.k.a. “slamming") or the intentional, unauthorized 
addition of services on a customer’s bill (a.k.a. "cramming") arc unacceptable practices. 
Consistent with the goal of maximizing choice and protecting customers, CompTel offers the 
following principles: 

• CompTel advocates that carries accept the responsibility to prevent slamming 
and cramming, and to fully educate their customers, employees, and agents on 
the practice and unacceptability of intentional slamming and cramming. 

• CompTel supports a zero lolerance policy toward intentional slamming and 
cramming. A zero lolerance policy means that carriers agree to: 

investigate fully all allegations of slamming and cramming; 

take all appropriate action to make consumers whole in the event they 
are slammed or crammed; 

terminate any employee or agent found to have knowingly and willfully 
engaged in slamming (K cramming; 

• CompTel advocates that all carriers adhere to or exceed all applicable federal 
and state laws and regulations designed to prevent slamming and cramming. 

• CompTel advocates that carriers no! engage in deceptive, inappropriate or "high 
pressure” sales tactics. 

• Even die most reputable carriers sometimes mintentionally may initiate an 
unauthorized customer change through mistake or inadverleiKe, such as the 
misreading of a customer’s telephone number or datt entry error. Unintentional 
charges also may result frwn em>rs made by the executing local carrier. 
CompTel advocates that carriers re-double their efforts to minimize 
unintentional charges and to pursue all appropriate remedies when it is found 
that slamming or cramming is attributable to the executing local earner. 
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COMPETITIVE TELECOMMUNICATIONS ASSOCIATION 
(COMPTEL) 

Primary Carrier Changes & Unauthorized Charges 

Competition in all telecommunications markets wil) bring to customers the benefits of lower 
prices, greater choices and improved service. For these benefits of competition to be fully 
realized, customer choice must be maximized and each customer’s choice of carrierfs) and 
servicefs) must be honored. In particular, the intentional, unauthorized transfer of a customer’s 
local or long distance service provider (a.k.a. ‘slamming”) or the intentional, unauthorized 
addition of services on a customer’s bill (a.k.a. ‘cramming”) are unacceptable practices. 
Consistent with the goat of maximizing choice and protecting customers, CompTel offers the 
following proposals: 

I. Customers must be able to choose their local and long distance service providers 

without fear of unauthorized changes or charges. 

• All telecommunications service providers that submit primary carrier changes 
(‘PC changes') should be required to demonstrate aifirmative customer 
verification for the change in one of the following ways: 

- a document signed by the authorized subscriber 
verification by an unaffiliated third party 
by appropriate electronic means 

« Service providers serving the dual role of submitting and executing carrier must 
( I ) obtain affirmative custtmier verification and (2) provide such verification 
materials to the FCC. a state and/or any requesting carrier that sets forth 
reason^le cause for suspecting an improperly authorized PC change. 

• Customers who are subjected to an unauthorized PC change should pay only the 
auttiorized carrier’s rates, and should be entitled to full reimbursement of the 
difference between any payments made and the payment that would have been 
made had the unauthorind change not occurred (including any fee paid to 
switch a customer’s primary carrieKs)). Such reimbursement will in addition 
to any other payments or damages that may be awarded by the appropriate 
government ^ency or court. 

• Customers who are subjected to cramming should not be held liable for those 
charges, nor diouid they be assessed late fees or risk having their service 
disconnected while Che unauthorized charges are in dispute. Customers also 
should be entitled to full reimbursement for any unauthorized charges which 
they have paid. 
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n. Adtqmtebt/ormation must be provided to cmtomen bt order that they can make 

informed chokes odien selecting tetecommunicaiions services and providers. 

• Custcmier information concerning PC dsttig^ shtHild be made avaliable in 
competitively neutral, detailed and clear language to ensure that customers are 
aware of their alternatives. 

• Providers using let^ of agency (LOAs) for initiating and verifying PC dianges 
must fully translate them into the same language as their associated promotional 
materials or oral descriptions and instructions. 

• The availability of a primary carrier 'freeze* (*PC bwzo*) where a customer 
may instruct his current local service provider not to execute a change in that 
cu^omer’s local and/or toll service providei<s} absent his explicit authorization 
can be a useful means for customers to prefect themslves against simnming. In 
some instances, however, incumbent local exchange carriers (ILECs) have failed 
to adequately inform customers diat the PC freeze ^lies to their local service 
aixf intraLATA toll calls, in addition to their InttrLATA K^l <»i{s. To die extent 
a PC freeze is permitted, customers should be required ro affinnattvely lequest 
this option for each type of service to which they subscribe. Customers also 
mu:-* be hilly informed on how to override a PC freeze should they later want to 
switeh carriers. 

m. Rules and laws regarding the earrkr selection process should be compeHtivety neutral. 

• The rules and laws governing the carrier selection process and un8uthori;rod 
customer charges must apply to all telecommunications service providers, 
including ILECs. 

• PC change information should be afTwxled customer proprietary network 
information (CPNI) protection, so that it is available only to carrier personnel 
tasked with executing PC change requests. In no case should an executing 
carrier’s mariceting and sales personnel have access to PC change !nformati<m. 

« Carriers should be liable for failures to properly process and execute PC change 
requests and they should be liable to the submitting carrier for revenues in the 
event of unieascmable delay between submission and execution of the PC 
change. 

• ILECs should be iwohibited from soliciting or enforcing PC fireezn for local and 
intraLATA services until at least six months after those services become subject 
to competition in a particular market. 

• ILECs should be held liable when found to have used PC frcez(» anti- 
competitively so as to discourage customer’s from switehing to competitive 
local and toll service providers. 
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• Access to information concerning whether a customer has selected a PC freeze 
must be madb available to all carrrecs on iMmdiscrirninamfy trnns and 
cooditkms. 

• Where a carrier offers PC freeze q}tiGns to its own customers, it must offer the 
sane PC freeze options to customers pre-sut»cribed to odier carrieia. 

rV. anti providers td^e must be able to rely on untfomtf consent end fair 

requirements. 

• Federal and niles and laws governing ciotomer diang^ amf unauthorized 
charges ritould be unifoim and consistent on a national basis. Requiring 
provideia to ccunpiy with diffisrent requirement for in^^ate and infrastato 
services, as well as different requirements among die states, will lead to 
cisfrHner «mfiisicn and increas^ costs of seivice, Ihe^ incieasni coste of 
service ultimately will be borne by customers in the form of higher rates. 

• Penalties and fines should be assessed tmly when it has been shown that a carrier 
has engaged in willful and intentional slamming and cramming. Penalties and 
fin^ ^ould not be based on auctions of slamming or camming. 

o 



